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CURRENCY IN THE PHILIPPINES. 



Monday, March 84, 1908. 

The subcommittee met at 3 o'clock p. m. 

Present, Senators Allison (chairman), Beveridge, Dubois, and Lodge. 

STATEMENT OF ME. CHARLES A C0NANT. 

COINAGE MATTERS IN THE PHILIPPINES. 

The Chairman. Mr. Conant, we are a subcommittee to look some- 
what into the coinage matter as respects the Philippines. Will you 
state to us, in your own way, what opportunity you have had of look- 
ing into that subject, and generally any information or views that you 
may have upon that subject? 

Mr. Conant. I was requested by Secretary Root, about the middle 
of July last, to visit the islands./ 

Senator Dubois. What is your position; do you occupy an official 
position? f 

INVESTIGATIONS MADE IN PHILIPPINES. 

Mr. Conant. Yes; I am special commissioner of the War Depart- 
ment on coinage and banking in the Philippine Islands. I was about 
to explain how I came to be interested in the matter. 1 was asked by 
Secretary Root to make this investigation, and I left very soon after 
he asked me to do so, for I had already been making my preparations 
to go to Europe for a short vacation. I left Washington on the 23d 
of July and reached Manila about the 6th of September, I believe. I 
was there some six weeks, and summoned before me the representatives 
of the English banks and several leading merchants and conferred with 
the members of the Commission, army officers, and others in regard 
to the actual conditions in the islands and tne action which they 
favored. 

I left Manila on the 16th of October and returned by the way of 
Japan, and got back to Washington on the 21st of November. 

CONFERENCE IN HONGKONG. 

I was in Hongkong several days, where I conferred with the heads 
of two English banks, the Hongkong and Shanghai Banking Corpora- 
tion and the Chartered Bank of India, Australia, and China. 

3 
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CONFERENCE IN JAPAN. 

I also had time in Japan to talk with the officials of several of the 
foreign banks, notably at one point the manager of the Russian- 
Chinese Bank, who was very courteous and very anxious to promote 
cordial relations with the Americans. 

Senator Beveridge. Where was that? 

Mr. Conant. That was at Nagasaki. I talked there with the man- 
ager of the Russian-Chinese Bank, which now has branches throughout 
the Orient. Then at Tokio I had a conference with the vice-governor 
of the Bank of Japan, more particularly with reference to the opera- 
tion of the gold standard in Japan. I also conferred with various 
people in Japan informally. The testimony of most of those persons 
is appended to my report. 

REPORT TO SECRETARY OF WAR. 

The Chairman. You made a report to the Secretary of War on your 
return ? 

Mr. Conant. Yes; I had the report ready when I returned to Wash- 
ington, and it was printed as an appendix to his report. 

The Chairman. We have that here. 

Mr. Conant. Now shall I go on and recount my reasons why I 
favor the plan which was recommended by Secretary Root and by the 
Commission ? 

JAPANESE BANK. 

Senator Dubois. Who was the gentleman connected with the Japan- 
ese bank with whom you talked? Is it .a government bank '4 

Mr. Conant. It is a bank with share capital. I think the govern- 
ment owns some of the shares, The governor's name I can not give 
you at this moment. The man I talked with was the vice-governor 
and his name was Mr. Korchiyo Takahashi. 

SENATE BILL 2295. 

The Chairman. Have you looked into Senate bill No. 2295 at all? 

Mr. Conant. Yes; that is the bill introduced by Senator Lodge. 

The Chairman. There is a subheading of that bill on page 40, as to 
our establishing a coinage system, beginning with section 64. Now, 
do you wish to say what you think of that section, and the subsequent 
sections, dealing with the coinage? 

Mr. Conant. Yes; I would be glad to discuss this in detail, or to 
discuss the general merits of three or four propositions regarding the 
coinage system. 

The Chairman. The first section provides for the establishment of 
a gold standard. 

Senator Dubois. The question before the committee is whether we 
should have a silver standard or a gold standard. 

Senator Lodge. Whether we shall retain the present standard or not. 

OBJECTIONS TO AMERICAN CURRENCY FOR USE IN THE PHILIPPINES. 

r 

Mr. Conant. It may be proper for me to discuss the merits of these 
several propositions, then, before going into details. In my report I 
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begin by setting forth the objections to introducing American cur- 
rency pure and simple. 

The Chairman. Ido not think anybody is advocating that. 

Mr. Conant. I should judge not in respect to this committee, but 
there has appeared a disposition on the part of some outside to advo- 
cate it. However, I think that the objections to this policy have been 
made sufficiently clear. 

NATIVES NEED A SMALL UNIT. 

Of course, the fundamental objection s that the natives need a small 
unit. While they are becoming in the cities more or less familiar 
with American currency, it would not be so advantageous to them, even 
where they understand it, as a smaller unit, because their transactions 
are very small, going down to half a cent, and wages range about '20 
cents, gold, now in the cities. 

They were only about 10 cents, gold, prior to American occupation, 
1 believe. Those small sums, converted into American coins at 16 to 
1, represent, of course, just about half as many coins, or, rather, half 
as many coins as they now have under the Mexican standard of the - 
same gold value. That is, for 20 cents gold they get 40 cents silver, 
approximately, and it represents four 10-cent pieces, whereas in gold it 
would only represent two 10-cent pieces. Even if they are fully aware 
of the value of the gold pieces, they are not so convenient for carry- 
ing on very small transactions. 

MONETARY CONDITIONS IN THE PHILIPPINES. 

Senator BevUridge. Might it not be a convenient method of pro- 
cedure for the witness to state in his own way the conditions bearing 
on the subject that he found there, and then state in popular language 
his plan, and then his reason for it? Anything suits me, but I would 
make that suggestion. 

The Chairman. Then suppose, Mr. Conant, you state what were 
the conditions in the Philippines as you found them when j r ou were 
there last year as respects the money of the Philippines. 

Senator Dubois. Have you read Mr. Townsend^s statement and Mr. 
Forbes's statement? 

Mr. Conant. No; they have not been transmitted to me. I saw a 
brief of Mr. Townsend's, which was shown to me by a gentleman in 
New York. 

Senator Lodge. They are in print and you can get them. 

Senator Dubois. Do vou know what their contention is? 

Mr. Conant. Yes: I understand that thev are in favor of the silver 
basis, but with a new coin. 

Senator Dubois. I should think if he would bear that in mind it 
would be well 

The Chairman. He will; but I think his order of discussion should 
disclose the conditions, with respect to the money question and coin- 
age, as he found it in the Philippines when he was there. 

Senator Beveridge. And his ideas growing out of that. 

Mr. Conant. Veiy well; that will be a proper order of procedure 
undoubtedly. I was proceeding to first state trie objections to certain 
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proposed plans, on the theory that the conditions were already known, 
but if you desire I will state the conditions. 
The Chairman. We will be glad for you to do so. 

MEXICAN SILVER DOLLAR THE STANDARD IN THE PHILIPPINES. 

Mr. Conant. Of course, it is well known that the standard there is 
the Mexican silver dollar, and the Mexican silver dollar is the chief 
currency. In addition there are in circulation in the Philippines a 
good many Spanish-Filipino dollars. 

» 

AMOUNT OF COIN IN CIRCULATION IN THE PHILIPPINES. 

There is no way to ascertain accurately the proportion of each; but 
the estimate is 40,000,000 pesos of both kinds, and of this amount 
there are probably 6,000,000 or 8,000,000 of the Spanish-Filipino 
pesos. The last were coined all at one time. 

Senator Beveridge. Do you mean 40,000,000 of both the Spanish 
coins and the Mexican coins ? 

Mr. Conant. Of both; and that sum of 40,000,000 pesos includes 
some 6,000,000 or 8,000,000 of the Spanish- Filipino dollars. Those 
Spanish-Filipino dollars are considerably lighter and of less fineness 
than the Mexican dollars, but they circulate at par in all transactions 
in the Philippines. Being- lighter they do not circulate outside, but in 
retail trade and at the banks 1 think that no distinction is made against 
them because of their relatively less bullion value, the quantity being, 
as it is, quite limited. 

SUPPLY OF CURRENCY IN PHILIPPINES DEFICIENT. 

The supply of currency in the country is deficient for a variety of 
reasons. In the first place, the natives outside of Manila and several 
otfier commercial ports have not learned the art of using money to any 
extent, their transactions are small and they are conducted by barter. 

TRADE CONDUCTED BY THE SYSTEM OF BARTER. 

Even where they prepare goods for export they are largely deliv- 
ered to the representatives of English commission houses, wno delrver 
the things in return that the natives want, chiefly cotton and agri- 
cultural implements and canned goods, and articles of that sort, 
although 1 do not think many canned goods are used by the poorest 
classes. 

FOOD OF THE FILIPINOS. 

The poor classes live on roots and herbs, and on rice. They use 
considerable imported rice, especially since the rice crop was impaired 
by the typhoon of a couple of years ago. 

BARTER SYSTEM OF TRADE PREVALENT. 

Senator Beveridge. So I infer from your last statement that a 
great deal of the trade being barter is trade in its commercial nature 
much like the trade carried on in the early days of this country ? 
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Mr. Con ant. Yes; very much of that nature. It is perhaps more 
systematized now. These commission merchants and the Filipinos 
have their regular arrangements for receiving the products of the 
islands— cocoanuts, timber, and rice, so far as they raise it. 

The Chairman. You say outside the principal cities? 

Mr. Conant. Yes, sir. 

PRINCIPAL CITIES IN THE PHILIPPINES. 

The Chairman. What are the principal cities that you have in mind? 
Mr. Conant. Manila, chiefly; and lloilo is the second city in rank. 
The Chairman. And Cebu? 

MONEY IN USE. 

Mr. Conant. Yes, and there are quite a number on the island of 
Luzon. In those places raonev is used, and the money used, as I have 
stated, has been the Mexican dollar and the Spanish- Filipino dollar. 

FEW SUBSIDIARY COINS. 

The Chairman. They have no subsidiary coins? 

Mr. Conant. Very little. What they have are chiefly pennies, but 
for several reasons the supply of subsidiary coins has been greatly 
reduced and with great detriment to the interests of the natives, 
especially in these small transactions. One reason for the disappear- 
ance of the subsidiary coin is that all of it which was purely Spanish 
was convertible in Spain into a higher gold value, ana therefore has 
been exported. The Corhmission Tiold to-day quite a sum of minor 
coins — 1 and 2 centavo pieces — but they do not care to put them afloat. 

The Chairman. They would be exported ? 

Mr. Conant. Yes; they would go to Spain, where a 5-peseta piece 
would be worth 75 cents instead of 50 cents gold. 

ESTIMATED AMOUNT OF MONEY IN PHILIPPINES. 

Senator Dubois. How much money is there over there? 

Mr. Conant. The estimate is about 40,000,000 pesos. There is no 
authentic way to ascertain the amount of money by any enumeration, 
because the islands being so largely scattered and using so little money 
in some localities the proportion is not uniform. If you should ascer- 
tain, for instance, that the amount of money in Manila is $4 or $ 5 per 
capita it would be no guide as to the amount in circulation per capita 
in the archipelago. 

Senator Dubois. That would make about $2.50 gold per capita? 

Mr. Conant. The whole population is about 8,000,000, giving, say, 
5 pesos — yes, about that — per capita. 

MONEY ALMOST ENTIRELY IN THE CITIES. 

The Chairman. As I understand your statement, it is that the great 
bodv of this monev is in the cities? 
Mr. Conant. Yes; almost entirely. 
The Chairman. And not in the country? 



8 ft~><Z CURRENCY IN THE PHILIPPINES. 

Mr. Conant. No. 

Senator Beveridge. Now, suppose you go ahead with your state 
ment as to the conditions there. 

CHINESE TROUBLES DREW MONEY FROM PHILIPPINES. 

Mr. Conant. Another reason I wanted to give for the scarcity of 
money is what occurred in China when the legations were besieged. 
The great concentration of the troops of the powers there created a 
demand for money, and Mexican dollars being the currency of China 
they went way above the bullion value, say, up to the neighborhood 
of 52 cents, whereas their bullion value to-day is about 43 cents. 
That resulted in a flow of the money to where there was the most 
demand for it. 
. The Chairman. During that period? 

Mr. Conant. Yes. 

The Chairman. Has it flowed back? 

Mr. Conant. To some extent; but I doubt if all that went out has 
returned. 

REASONS FOR MONEY FLOWING OUT OF PHILIPPINES. 

One reason why it left the islands, in addition to the mere rule of 
supply and demand, was that after the Commission had endeavored to 
fix the ratio at 2 for 1 — that is, that 2 pesos should be worth $1 American 
money — and there being a premium on that rate in China, that 
operated to some extent in addition to the law of supply and demand, 
which would have operated if the Commission had not made any 
attempt to fix the ratio — if the coin in Manila had been worth 52 cents 
in purchasing power, as it was in China, 1 mean to say. 

This effort to maintain the ratio that the Commission carried out 
w r as only partially successful. It was successful probably to onl3 r 
about the extent that the fluctuations in the gold value of the peso did 
not exceed the cost of shipping the coins; tfcat is, if silver dollars 
were worth in Hongkong 49 cents, and it cost a cent to send them 
from Manila to Hongkong, the Commission would find it practicable to 
maintain them at 50 cents, and that they did up to this crisis in China. 
That, of course, turned currency the other way by making the coin 
worth more than the ratio fixed by the Commission, whereas previ- 
ously the effort of the Commission had been to hold it up to 50 cents 
when it was really worth less. 

QUOTATION FOR MEXICAN DOLLARS. 

After the troubles in China ended, and as the forces of the powers 
were gradually withdrawn, there was less demand for the Mexicans in 
China, they began to return to Manila, and they have fallen until the 
present quotation for Mexican dollars is in the neighborhood of 43£ 
cents. 

The Chairman. Bullion value? 

Mr. Conant. 1 do not know that that is absolutely the value of bar 
silver. There is probably a slight premium on bar silver, because the 
mint is not located there, and the cost of shipping Mexicans there is 
an item. 
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RATIO FIXED BT PHILIPPINE COMMISSION. * OO 

The Chairman. Is the Commission still trying to maintain the ratio 
at 2 for 1? 

Mr. Conant. No; they were compelled on the 1st of January to 
change the ratio to 2.10 to 1. 

The Chairman. Which makes the peso in the neighborhood of 45 
cents, then? 

AMERICAN CURRENCY DISAPPEARED. 

Mr. Conant. Yes, sir. And, more than that, as long as they tried 
to maintain the ratio of 2 to 1 and the coins went down to 43 cents, 
all American currency disappeared. There is very little American 
currency in the . islands at present .in use. The Government has on 
deposit at present in the English banks a considerable sum in Ameri- 
can money". The Government compelled the banks to accept deposits 
in either money as special deposits; that is, if thej T accepted a gold 
deposit it was to be paid in gold and if they accepted a silver deposit 
it was to be paid in silver. 

Whether tney have kept the American money there or whether they, 
like any other bank, find it convenient simply to recognize the obliga- 
tion to pay it on demand, I do not know, but they have an obligation 
in United States monej', and the Philippine government has not drawn 
on that fund recently. On the contrary, it has drawn on its fund of 
Mexican silver, with the double object of hoarding its gold and hold- 
ing up the exchange value of Mexican monej^, but of course the 
American money has disappeared. 

VALUE OF AMERICAN MONEY IN HONC&KONjG(, f « ,, 

You can take American money to Horigkbn^ frnd get more for it 
than the legal rate in Manila. 1 went itr'Hforiefkonff for a few days and 
1 could go into any one of J^h£ r foreign banks and hand them a twenty- 
dollar bill, and they. W9W^/ count out forty -two dollars and some cents 
in Mexican moneys v> Qi course if that was carried on on a large scale 
it would be iyjetfy? (profitable, if you could take the money back to 
Manila and exchange it for two dollars American. If you could keep 
that up you could make money. 

AMERICAN CURRENCY NOT IN USE IN PHILIPPINES. 

So, while there had been a considerable amount of American currenc} r 
in use, it was going out of use while I was there. 1 arrived there on 
the 6th of September, and the change of ratio — that is, the *point at 
which the Mexican dollar fell below 50 cents — occurred, I think, some 
time in the spring or early summer. There was still some American 
currency in use, and especially subsidiary coin, and that passed at that 
time at the ratio of 2 for 1; but after I left, as I judged from official 
and newspaper reports, it was found impossible to maintain that ratio 
in retail transactions, even bef ore the government changed it. 
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• O** COMMISSION CHANGES RATIO. 

They changed it on the 1st of January last. They were consider- 
ing changing it before that, on October 1, 1901, but after delibera 
tion they did not change it until the 1st of January. Toward the 
latter part of that quarter all retail transactions were Settled on a dif- 
ferent basis. At least the shopkeeper would attempt to demand more 
Mexicans for gold, or, if the transaction was the otner way, he would 
take less gold. Of course, the retail shopkeeper would be glad to have 
the ratio of 2 for 1 maintained if a man was buying in -American 
money. He would not demur at receiving more than 2 for 1, but 
on the other hand, if he was paying out money* he would not want to 
pay out more than 2 for 1. 

Senator Beveridge. If a man bought a dollar's worth of stock in a 
shop over there and offered a Mexican dollar, that would be received; 
but would an American 50-cent piece be received ? 

Mr. Con ant. Yes; under the conditions that occured after October 
1 the American 50-cent piece would be gladly received. 

CONDITIONS IN THE INTERIOR WHEN SOLDIERS WERE PAID OFF. 

Mr. Beveridge. Did you observe what was the condition in the 
interior, at the army posts where our soldiers were paid off? Could 
they pass off their American money in those interior towns? Could 
they readily get 2 for 1 in goods? 

Mr. Conant. They would have no difficulty about that after the 
dollar fell below 50 cents. You see, a shopkeeper would gladly take 
50 cents in gold for a thing for which he charged 47 cents. 

Senator Beveridge. In the interior? 

Mr. Conant. Yes; if American money was acceptable at all. 

Mr. Beveridge. I mean to say, acceptable or not, when soldiers in 
the interior were paid off and wanted to go down and buy something, 
and they would go down with American dollars, how much could they 
get in American dollars for their goods? 

Mr. Conant. They would have no difficulty in getting $2 worth of 
merchandise for $1 American money. 

Mr. Beveridge. Two dollars in goods? 

Mr. Conant. Yes. 

Senator Beveridge. Was that the operation 

Mr. Conant. Oh, yes. 

Senator Beveridge. Did you observe that? 

Mr. Conant. Yes; constantly, in all the shops; but that was while 
the ratio of 2 for 1 was maintained. When I was there that ratio was 
above the bullion value of silver, but the occasion when the merchants 
refused to accept money at that ratio came later; but in that case the 
American dollar for two Mexican dollars would be an advantage to 
the shopkeeper. 

Senator Beveridge. I understand your theory; but what 1 was 
asking you was whether you observed when the soldiers at the interior 
posts were paid off and attempted to buy something with American 
money they could get two for one with their money? 

Mr. Conant: So far as I observed in Manila, that was true. 

Senator Beveridge. I was speaking of the posts in the interior. 

Mr. Conant. I did not visit them. 1 understood that Americaa 
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money was generally employed at the posts, and it was accepted at two 
for* one. 

AMERICAN MONEY IN THE EAST DENOMINATED GOLD. 

Senator Dubois. Our silver money is just the same as gold money 
to them? 

Mr. Conant. Yes. One of our silver dollars was just the same to 
them as a gold dollar, and in the cities they understood the fact that 
it was equal to two of the Mexican dollars. In fact all American 
money in the East is denominated "gold." I tendered a man in Japan 
a 10-cent Chinese silver coin and he would not take it. I thereupon 
tendered him a nickel United States money and he took it, because 
they call all American money {jold. 

Senator Beveridge. You think that was the reason he took a 5-cent 
piece instead of the Chinese coin? 

Mr. Conant. Yes. He knew that China was on a silver standard, 
and that the American money was gold money; that America was on 
a gold basis, and that the nickel represented twice, or more than twice, 
what the Chinese coin represented. 

CHANGES IN CURRENCY SHOULD BE AS LITTLE AS POSSIBLE. 

Of course, in any such country it is obvious that it is desirable to 
make as little change as possible in the existing habits of the people, 
and I was concerned before going there as to whether any new coins 
would be accepted; but when I asked bankers and others as to the 
acceptance of the new coin on the basis of 50 cents gold they said 
that there would be no trouble about it — that the natives would very 
soon come to understand, a coin that corresponded in value to their 
own coin. The question I asked was whether the device could be 
changed without a serious change in value. There are people in the 
world so savage and ignorant that the slightest change in the device of 
a coin will lead them to reject it. But those of whom I made the 
inquiry said that there would be practically no trouble on that account; 
that they had had the Mexican dollar, they had had the Spanish- 
Filipino dollar, and they had had the old Spanish dollar that was in 
common use to within a few years ago, but which has entirely disap- 
peared now because of the reason I gave in regard to subsidiary silver. 

SPANISH DOLLAR HAS DISAPPEARED FROM THE PHILIPPINES. 

Senator Lodge. You mean the Spanish doubloon with the double 
columns? 

Mr. Conant. That was one device; I think there were several. I 
was told, before going there, that I could get one, but I found when I 
tried to get one that it was almost impossible. Not only did 1 fail to 
find one in the cash 1 received, but the treasurer of the islands said 
that he did not have any. Finally I found a man who had hoarded 
some, and he gave me one. 

- SPANISH-FILIPINO DOLLARS. 

The Chairman. What was the bullion value of the Spanish-Filipino 
dollar? 
Mr. Conant. I think it was about the same as the Spanish subsidi- 
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ary silver— 0.800 tine, and somewhat lighter than the Mexican peso. # 
was unable to ascertain the exact weight and fineness. 

The Chairman. Were thev in circulation? 

Mr. Conant. Oh yes; very generally in circulation. They would 
remain in the islands where the Mexicans would not. 

Senator Lodge. It could not be exported? 

Mr. Conant. No. 

Senator Dubois. In large transactions, say a thousand dollars, would 
a thousand silver dollars pass on its face or do they weigh them ? 

METHODS OF SELECTING COUNTERFEITS. 

Mr. Conant. The banks weigh them, in order to detect counterfeits 
chiefly. 

Senator Beveridge. They can detect counterfeits by ringing them 
the same as the} r do in China. 

Mr. Conant. I did not go into the banks to see how they detected 
counterfeits. 

Senator Beveridge. I do not think the\ r detect counterfeits by 
weighing them. 

Mr. Conant. I do not know about that. 

Senator Lodge. They weigh the Mexican dollar. 

Senator Beveridge. Not for the purpose of detecting counterfeits. 
There are different classes of cDunterfeits,,^n(J di^fe^ent ways of detect- 
, , r }n£ t^em. r •••■••- r • » -. 

•Senator-lio^ regular tests for finding 

,•,.',..,; counterfeits. 

Senator Beveridge. The method as I have seen it is expert ringing. 

THE BOMBAY DOLLAR. 

The Chairman. There are no Bombay dollars in there? 

Mr. Conant. Verv few in Manila. 

Senator Dubois. They don't weigh the Bombay dollar? 

Mr. Conant. I don't know; probably it would pass by tale. 

Senator Lodge. They pass by tale. 

Mr. Conant. Unless suspected of being counterfeit. 

Senator Dubois. Is not the Mexican dollar an inferior coin in mill 
ing? 

Mr. Conant. I think it is somewhat irregular, but its fineness is a 
little more than nine- tenths. 

Senator Dubois. I know its fineness is a little more than nine-tenths, 
but is it not somewhat brittle and easily clipped? 

Mr. Conant. Yes; I think so. 

Senator Beveridge. The Bombay dollar passes, does it not, in China 
on its face? 

Mr. Conant. Yes; and so does the Mexican, unless it is suspected. 

IN LARGE TRANSACTIONS MONEY PASSES BY WEIGHT. 

Senator Dubois. I noticed over there that they weigh the Mexican 
dollar. 

Mr. Conant. When }^ou say they weigh the Mexican dollar you 
mean only for the purpose of rejecting those that are deficient; you 
do not mean they weigh them in the bulk? 
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Senator Lodge. Yes; Mr. Townsend so testified. 

Senator Dudois. That was my observation, if it was a large trans- 
action. 

Senator Beveridge. But they do not weigh the Bombay dollar? 

Senator Lodge. They weigh them to see they are the proper 
weight. 

Senator Beveridge. That is the Mexican dollar. 

Senator Lodge. Yes; to see if they weigh as much as they ought to. 

THE BOMBAY DOLLAR. 

Mr. Conant. That may arise from the comparative newness of the 
Bombay coinage. That has all been issued since 1894 or 1895. 

Senator Lodge. It is a better coinage ? 

Mr. Conant. Yes; but on the other hand, if the Mexican Govern- 
ment was coining a perfect coin they would probably not Weigh them. 
You know manv of them are very much worn. 

Senator Beveridge. It passes by reason of the confidence the 
people have come to have in the Bombay dollar? 

Mr. Conant. Yes; I suppose so. 

The Chairman. They are not legal tender in the Philippines unless 
they have been coined since 1877 ? 

Mr. Conant. You mean the Mexicans? 

The Chairman. Yes. 

Mr. Conant. I do not think I saw the Bombay dollar there, but 
they are used in Hongkong very largely alongside the Mexicans. 

The Chairman. That is the condition you found there? 

Mr. Conant. Yes. 

VERY LITTLE SUBSIDIARY COIN. 

The Chairman. Let me see if I understand you. You found Mex- 
ican dollars in general circulation and a small quantity of Filipino 
dollars, and you found very little silver subsidiary coin ? 

Mr. Conant. Yes. 

The Chairman. Did you find any minor coins, like centavos or 
cents? 

Mr. Conant. There are a very few of those, and usually very much 
worn, so it is almost impossible to decipher the devices on them; but, for 
the reason I stated, they are very scarce, and there has been a tend- 
ency to export them to Spain, because their exchange value is higher 
there. 

Senator Lodge. The} r are copper coins? 

Mr. Conant. Yes. 

The Chairman. So you would say there is a scarcity of what you 
would call subsidiarv coins there? 

Mr. Conant. Yes. I am limited now to the coinage. I would like 
to say something about banking before I get through. 

COIN DENOMINATIONS IN PHILIPPINES. 

Senator Dubois. What are their denominations ? I ask for informa- 
tion simply. 

Mr. Conant. The Spanish coins are the peso, the half peso 

Senator Dubois. That is, the dollar and the half dollar? 
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Mr. Conant. Yes; corresponding to the American coinage; and 
the 20-cent piece, or the peseta, corresponding to the franc. There 
are tto quarters. 

Thfc Chairman. They are fifths ? 

Mr. Conant. Yes; and then they have the 10-cent pieces. 

Senator Dubois. And 5-cent pieces ? 

Mr. Conant. I think there are a few silver 5-cent pieces, but they 
are very few, if any, and very much worn. 

Senator Dubois. And the copper c£nt? 

Mr. CbNANT. Yes; they have the centavo, the hundredth part of the 
Mexican coin. I think, however, most of the Spanish minor coins are 
on an old And different basis. They are somewhat of the old subdivi- 
sions of the dubloon. 

Senator Lodge. And realesl 

Mr. Conant. Yes. 

RESULTS OF A RECOINAGE. 

The Chairman. Let me ask you just here, then, if there was what 
might be called a recoinage in the Philippines, there would be a 
recoinage of Mexican dollars and also the 6,000,000 — I think it is 
6,000,000— Spanish Filipino dollars 

Mr. Conant. If you saw fit to recoin Mexicans, it might be more 
profitable to buy bullion. 

The Chairman. I understand; but if there was a recoinage that 
would be the recoinage? 

Mr. Conant. Yes. 

The Chairman. And the total amount would not exceed 40,000,000 ? 

Mr. Conant. Forty million pesos. 

The Chairman. I think that is the general estimate, 

SUPPLY OF MdNEY INADEQUATE. 

Senator Lodge. That is not enough for the business of the Islands ? 

Mr. Conant. Very inadequate, I think. 

The Chairman. Now state what you propose and why you propose it. 

NEW COIN PROPOSED. 

Mr. Conant. I propose to establish another coin, somewhat lighter 
than the Mexican dollar, to be maintained at 50 cents in gold. The 
object of that is to depart as little as possible from the existing cus- 
toms of the people and their estimate of values, and at the same tirue 
to stabilize the value of the silver coins. 

SILVER BBGAN TO DECLINE IN 1868. 

Under the conditions which have prevailed in the silver market ever 
since 1868, when silver began to decline, wages have not advanced in 
the Philippines in a ratio corresponding to the decline in silver. 

The Chairman. 1868? 

Mr. Conant. Along there, when silver departed from the ratio of 
15^ to 1. It was a little later when it departed from the ratio of 
16 to 1. 

Senator Dubois. I thought that dated from the crime of 1873. 



CURRENCY IN THE PHILIPPINES. 15 

Mr. Conant. I think you will find the decline began before. 
The Chairman. We nad better not go into the question of when 
silver began to decline. 

DECLINE OF SILVER TENDS TO DEPRESS THE GOLD VALUE OF WAGES. 

Mr. Conant. The result of this decline has been to depress the gold 
value of wages. Whether it has depressed their purchasing power in 
the Philippines it is perhaps unnecessary to discuss, but it is unques- 
tionable that it would tend to decrease their purchasing power under 
the domination of a gold-standard country. 

Senator Beveridge. What would tend to decrease their purchasing 
power? 

Mr. Conant. The continued decline in the gold value of silver T if 
wages continued to be paid in silver. That has been one of the favor- 
ite arguments in favor of silver coinage. 

The tendency would continue with the continued decline in the gold 
value of silver. 

NEW PLAN WOULD STABILIZE THE GOLD VALUE OF NEW SILVER COIN 

AT FIFTY CENTS. 

The effects of the plan that 1 recommend is to stabilize the gold value 
of silver at 50 cents. That is, the CQin corresponding to the Mexican 
dollar, but a new coin issued under our sovereignty and bearing devices 
on it appropriate to the Philippine Islands. 

Senator Beveridge. Making it lighter, I suppose, to prevent export ? 

Mr. Conant. Yes. 

Senator Lodge. That is what they have tried in India. 

Mr. Conant. Yes; but there they had a more difficult problem, 
because thev had enormous amounts of silver. 

The Chairman. You propose a dollar of 392 grains? 

Mr. Conant. Yes. 

The Chairman. Without going into fractions. 

ACTUAL WEIGHT AND FINENESS OF COINS IN THE PHILIPPINES. 

Mr. Conant. Perhaps I might as well put in the record for con- 
venience a letter I had from the mint bureau giving the actual weight 
in grains of each of these coins, This would be 385 grains gross. Of 
course it circulates at nearer the ratio of 32 to 1 than 16 to 1. 

The Chairman. 1 am not talking about ratios. I want to know 
how much silver you intend to put into your new dollar? 

Mr. Conant. 385 grains gross. 

Senator Lodge. You do notpropose to make it 0.900 fine? 

Mr. Conant. No; 0.835. That ratio of 0.835 is the ratio of the 
Latin Union, I think. 

Senator Beveridge. You now propose to establish the dollar with 
that much silver in it and somewhat lighter than the Mexican dollar. 
Now, go on. 

PROPOSED PLAN WOULD GIVE PHILIPPINES ALL NECESSART CURRENCY 

AND KEEP IT THERE. 

Mr. Conant. I think that plan would have the benefit of giving the 
islands all the currency they would want, and it would prevent its 
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export, and it would stabilize values — the value of labor and the value 
of exports and imports. 

Senator Dubois. Your main object will be to keep it there? 

Mr. Conant. Yes. 

Senator Dubois. To keep it in the Philippine Islands? 

A POOR COUNTRY -CAN NOT MAINTAIN A GOLD CURRENCY. 

Mr.. Conant. Yes; that is an important consideration, I think, 
against the use of American currency. The advocates of the silver 
standard whose briefs 1 have seen make one argument that is true, I 
think, that a poor country can not maintain a pure gold currencj^ with 
facility, especially if it is of the same denominations, fineness, and 
form of the coins of another cpuntry. The rich country will tend to 
draw away the gold coins, because under the law of marginal utility 
the individual or country will retain what it needs most, and a peo- 
ple will retain what the} 7 have to have, Such as clothing, food, and 
shelter, at the expense of denuding their currency. 

Senator Beveridge. So the first effect of that plan, if put into 
operation, would be to keep the currency proposed to be issued by 
you to the Philippine Islands in the archipelago itself? 

Mr. Conant. xes; that would be the tendency. 

EFFECT ON PHILIPPINES TO HAVE, A SILVER COIN THAT WILL CIRCULATE 

IN ASIA. 

Senator Dubois. The gentlemen who were here made the point, and 
it struck me rather favorably, that if we had a coin that would circu- 
late in Asia it would help the Philippines and help us here. 

Senator Lodge. That is, it would help trade, just as the Bombay 
dollar helps the British trade, if we had an American dollar that would 
circulate in the Orient. 

Mr. Conant. I propose to discuss that before I get through, and 
perhaps it would be well to do it at this point. 

Senator Dubois. I do not want to disturb j 7 our line of argument. 

Mr. Conant. This is perhaps a proper place to speak of that. The 
gentlemen spoke the truth wnen they said the adoption of a coin of 
the same weight and fineness as the Mexican dollar would promote our 
trade with silver-using countries; but the principal silver-using country 
in the Orient is China, and the British settlements — Hongkong and 
Shanghai. China is not a silver-standard country, properly speaking-, 
because there is no national standard or silver unit, but in Hongkong 
and Shanghai the Mexican dollar is the unit. Now, the continuance or 
the adoption of any plan which would keep silver in use in the Philip- 
pines, either a Mexican dollar or a British dollar, with no attempt to 
fix its parity in gold, the effect undoubtedly would be to keep trade 
in the hands of the British merchants in Shanghai and Hongkong, and 
exchange in the hands of the British banks. 

Senator Beveridge. Would it deflect trade from the American 
merchants in those places? 

Mr. Conant. Yes; unquestionably that would be the tendency. 

Senator Beveridge. Why would it throw it into the hands of Brit- 
ish merchants ? 

Mr. Conant. Probably the British merchant or an American mer- 
chant would be on the same basis if both were in Shanghai. 
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Senator Beveridge. You are speaking of merchants there? 

Mr. Conant. Yes. You may say that the people dealing on the 
Hongkong and Shanghai basis would be at some advantage in dealing 
with Manila, but when it came to dealing with the United States the 
situation would be very different. What has been recommended by 
the War Department and the Commission, and is embodied in Senator 
Lodge's bill, proposes to aid American trade by establishing a fixed 
value of the coin when measured in gold. 

INCREASE OF ASIATIC TRADE. 

Senator Beveridge. Aiding American trade with the Philippines? 

Mr. Conant. Yes. 

Senator Beveridge. Not with reference to the rest of Asia? 

Mr. Conant. No. The contention is not that the American trade 
with the rest of Asia would be facilitated by free-silver coinage, is it — 
that American trade from San Francisco 

Senator Beveridge. No; I am not presenting their proposition; I 
was following your own. You spoke about increasing trade, and I 
take it from what you have said you mean increasing trade with the 
Philippines without reference to the other portions of Asia. 

Mr. Conant. I do not believe the adoption of a silver dollar not 
maintained at gold parity would promote American trade. That is, 
exporters from the United States who export to China or any other 
part of the world would not be benefited. 

Senator Beveridge. That is, b} T the dollar you propose? 

Mr. Conant. No; the free-coinage dollar. 1 do not believe that 
would prove 

Senator Beveridge. I am sorry I interrupted you, I am sorry 1 
asked the question; but since I have asked it, and we do not seem to 
understand each other, I will repeat my question. 

You spoke, in explaining the only reason for a dollar of the kind 
you advocate, that it would facilitate trade with the United States, 
and 1 asked thereupon, if you meant trade with the United States in the 
Philippines ? 

Mr. Conant. Yes. 

Senator Beveridge. And not with Asia; that was not taken into 
account. Is that clear? 

Mr. Conant. Yes. 

Senator Beveridge. That is the question I asked with reference to 
what you said. 

PROMOTION OF AMERICAN TRADE WITH GOLD-STANDARD COUNTRIES BY 

PROPOSED PLAN. 

Mr. Conant. If you will let me answer that without interruption, I 
will try to make myself clear. I believe that the adoption of a dis- 
tinctive coin maintained at a gold parity, as proposed by the Commis- 
sion and by the War Department, would promote American trade with 
the Philippines and with all gold-standard countries. The impression 
that is sought to be conveyed by the advocates of the silver standard 
here is that the East is chiefly on a silver basis. I do not think that 
idea is well-founded. Japan is on a gold basis; Siberia, a dependency 
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of Russia, is on a gold basis; and the gold 10-ruble pieces circulate 
even in Japan. 

Senator Lodge. They are leaving there very fast. 

FINANCIAL SYSTEM OF BRITISH INDIA. 

Mr. Conant. British India is on a gold basis, on a plan similar to 
that recommended by the Commission. 

Senator Lodge. Has not the system in British India been a total 
failure? 

TRADE WITH AUSTRALIA DESIRABLE. 

Mr. Conant. I think not. 1 will discuss that later. Australia is on 
a gold basis. We should not overlook trade with Australia, although 
we do not hear much of it here. You hear much of it in Manila, and 
there are direct lines of steamships, Japanese in part and part English, 
running from Japan to Australia, and touching at Manila, which bring 
frozen meat, butter, and live stock to the Philippines. 

Senator Dubois. Australia is going to be an important factor. 

Mr. Conant. Yes; but it is on a gold standard with a pure gold cur- 
rency. Therefore the effect of our adoption of the gold standard as 
proposed by the Lodge bill would, so far as coinage affects the mat- 
ter, greatly promote our trade with Japan, Siberia, British India, and 
Australia. 

Senator Beveridge. How? 

TRADE AFFECTED BY KIND OF COINAGE. 

Mr. Conant. I said so far as coinage affected the matter. The 
agreement being made that the silver standard would promote trade 
with silver countries, the corollary would seem to be that a gold 
standard would promote trade with gold countries. The dollar pro- 

J>osed by the Commission would not often go out of the Philippine 
slands. With gold countries there would be no exchange that would 
have to be paid except the cost of shipping gold; there would be no 
fluctuations, in other words, in the currency of the countr} 7 . An 
Australian shipping goods to Manila and receiving pesos would know 
their value and he would know his loss on the banking transaction 
would not exceed 1 per cent, or about that. 
The Chairman. He would get gold in Manila, that is all? 
Mr. Conant. Whereas if the country is on a silver basis the fluc- 
tuations might be very great. You would be told that you would 
receive a thousand Mexican dollars in Manila, but you would not know 
their gold value. To-day they might be worth 50 cents and a month 
hence they might be worth only 44 cents. 

REASONS FOR BRITISH ASIA NOT BEING ON A GOLD BASIS. 

Senator Beveridge. Why is it, then, that England does not put the 
Crown Colony of Hongkong, which is her greatest oriental port, and 
between which and Australia a considerable trade exists, on the gold 
basis? And you might add to that Singapore. 

Senator Lodge. And the Straits Settlements. 

Senator Beveridge. And India. 
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Mr. Conant. The chief reason, I suppose, is because there is such a 
large silver- using country —China — back of Hongkong. I would not 
be surprised if they would try it. They could not adopt a pure gold 
currency, but they might do what the Commission have proposed for 
the Philippines, and that is, have a gold parity; and I would not be 
surprised to see the Imperial Chinese Government also do that some 
time. It might not occur at once, but eventually I would not be sur- 
prised to see them try it. The silver would be a token coin, but 
would be issued of course at a very different ratio from ours of 16 to 1. 

Senator Dubois. Did you see anj^ tendency in that direction in China? 

SILVER COINS AND GOLD PARITY. 

• 

Mr. Conant. No; 1 can not say that the subject is especially dis- 
cussed there. There is such a tendency in British India, where there 
is an enormous amount of silver in circulation, and you know the action 
taken by Japan. In China to-day some of the Viceroys coin silver, and 
there are silver coins used for subsidiary purposes. They are chiefly 
franc pieces, called 20 cents. It would not be at all surprising if Chinese 
statesmen, those who are in favor of internal reforms there, looking 
over the world and seeing that there is not to-day a country, hardly, 
outside of Mexico, that is on the pure silver basis, should decide to 
adopt a gold parity. 

GOLD IN JAPAN. 

Senator Lodge. How are they holding their gold in Japan? 
Mr. Conant. Very well of late. I wanted to discuss that question- 



The Chairman. They are holding it very well because their exports 
are largely in excess of their imports. 

Mr. Conant. The position there in 1900 was very bad, owing to 
speculation and the importation of luxuries, and also to the importation 
of machinery and things that would eventually pay for themselves; 
but paying for them at once produced an acute stringency in the 
money market. Since then, however, conditions have improved and 
there has been practically no loss of gold, I think. 

PROPOSED GOLD STANDARD FOR PHILIPPINES WITH A SILVER 

CIRCULATION. 

The Chairman. These matters which we have been going over are 
rather speculative. I would like to' hear Mr. Conant work out his 
scheme in the testimony, which scheme is, as I understand it, a gold 
standard in the islands with a silver circulation, largely below its bullion 
value, in limited quantity, convertible into gold in Manila. I would 
like to have him tell us how that would work out in the Philippine 
Islands, if adopted. 

Mr. Conant. The operation of such a plan as I have suggested 
would be to stabilize the silver coin at 50 cents gold. 

The Chairman. Yes; stabilize it as to the people? 

Mr. Conant. Yes. 

The Chairman. The people who have these silver coins; but it is 
stabilized at the expense of somebody. Now, who would pay that 
expense; how will it be paid? 
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Mr. Conant. It will be paid largely from the seigniorage, as in tbis 
country. The plan which is outlined in my report, and which follows 
the recommendations of the Commission, is that the Government shall 
buy silver bullion — that it shall not recoin the Mexicans in any con- 
siderable quantity. It is obvious, of course, that the Government 
could not afford to accept Mexicans in gross at any fixed ratio; that is, 
at any ratio above their bullion value on the day of their exchange; 
because if the Government made any offer whatever, a quarter of 1 
per cent, even, above the market value, all the Mexicans in the world 
would tend to drift there for exchange into gold. The proposition to 
recoin or exchange Mexicans at the will of the holder can not be car- 
ried out in the Philippines. It would be necessary for the Government 
to take proper steps to prevent disturbance to trade by giving a con- 
siderable notice in point of time that the Mexicans should cease to 
be legal tender, but they could not offer to exchange* them at any fixed 
ratio. 

The Chairman. Not on your plan, certainly not. 

Mr. Conant. Or any plan, if you proposed to recoin them. 

PHILIPPINE GOVERNMENT IN BETTER FINANCIAL POSITION THAN 

BRITISH IN INDIA. 

The Philippine government is in an infinitely better position than the 
British Government in India. They are not bound by any law of 
equity to treat Mexicans as national coins. They are bouncl to take 
such steps as are necessary, as I have explained, to avoid disturbance 
to trade, but they are not bound to treat them as redeemable in gold 
or as receivable at any fixed value above the market value, because 
they are not a coin of the Philippine government or a coin of the 
American Government, and they have no national standing in the 
Philippines except so far as they have been accepted in current 
transactions. 

The Chairman. And are a legal tender? 

Mr. Conant. Yes; they are a legal tender, but that is the case with 
other countries, I think, where the coins made legal tender are not 
recognized as national coins. 

THE PHILIPPINE GOVERNMENT AND 8ILVER COINAGE. 

That being the case, the government of the Philippine Islands in 
inaugurating this plan could reduce the value of the Mexicans at the 
public treasury, from time to time, to correspond with their bullion 
value. That bullion value would not be fixed mainty in Manila, but 
in Hongkong and other parts of the East, as a result of the exchange 
value of the coins. That is, it would not be in the power of the Phil- 
ippine government, and it ought not to be a power exercised by them, 
to arbitrarily detract largely and suddenly f rpm the value of Mexicans, 
but they are justified in ignoring them as an obligation of the govern- 
ment of the Philippine Islands. 

That being the case, they can go into the bullion market and buy 
silver bullion at the price at whicn it can be obtained most favorably. 
They coin that bullion into these proposed pesos, and at the purchase 
price of silver they would be able to coin a 50-cent peso out of perhaps 
40 cents worth of silver or a little less. 
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Now, I propose that the seigniorage be set aside as a gold reserve 
fund and used to maintain the parity of the silver coins. 

Senator Beveridge. Suppose that a further fluctuation would reduce 
it to 40; who would bear tnat discrepancy in expense? 

Mr. Conant. There would not be any expense involved in that. 

Senator Beveridge. Yes 

Senator Lodge. You mean if the price of silver rose? 

Senator Beveridge. No; your dollar is put out 

Senator Lodge. The more silver declines the larger the profit. 

Senator Beveridge. Your dollar is put out, and with the amount of 
silver } 7 ou speak of in it, which is of considerably less weight than the 
prevailing Mexican dollar, so as to prevent exportation, and that is to be 
for the purpose of stablizing its value, redeemable in gold at 50 cents. 
Senator Allison asked the question who would bear that expense of 
maintaining that stability, and you answered that the seigniorage would 
pay for it, and, in further answer, you explain how. Now, suppose 
the bullion value of that dollar, by reason of the fluctuations ha the 
value of silver, would sink still further, say to 40 instead of 42 or 43 
or any other sum, and the seigniorage would not make up the difference. 
Still, we would have to redeem them in gold in order to keep them 
stable. Who would bear that expense? 

maintenance of gold reserve. 

Mr. Conant. If necessary, the Philippine government would take 
action to maintain its gold reserve. 

Senator Beveridge. And that would mean it would have to get gold 
from some place by some means. * 

Mr. Conant. Well, the operation of the plan would be this: That 
gold would be furnished for the full face value, the full legal tender 
value of the pesos, 50 cents, not the mere difference of 8 cents. 

Senator Beveridge. I understand that. 

Mr. Conant. I do not see that a mere decline in the market price 
of silver would seriously affect the matter. It would only affect it in 
case it affected the confidence of the people in the ability of the gov- 
ernment to maintain gold payments. 

Senator Beveridge. You mean that they would not take the coin 
to the government and have it redeemed in gold, although that would 
be a profitable transaction '( 

Mr. Conant. No; it would not be. 

Senator Beveridge. I think it would. 

Mr. Conant. Quite the contrary, would it not, because if silver 
had declined in the bullion market and the man took a coin circulating 
at 50 cents and got gold for it, if the coin circulated for 50 cents 
he would get 50 cents' worth of gold, and he would be no better off 
than before ? On the other hand, he would not take his silver and 
melt it up, because it is worth 50 cents at the treasury and only 40 
cents in melted bullion. 

IN A POOR COUNTRY THE MAINTENANCE OF THE GOLD STANDARD 

MUST BE BORNE BY THE GOVERNMENT. 

I wanted to say something in reply to Senator Allison as to who 
is to bear the expense of maintaining the gold standard in a poor 
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country. Undoubtedly it would have to be borne by the govern- 
ment, if you are to maintain a gold standard at all. The contention 
of these gentlemen who favor the silver standard, that a pure gold 
standard could not be maintained with free coinage of gold in a poor 
country I think has some force. 

As I said before, there is the option in a poor country of trying to 
maintain the gold standard, as we did here, and making some sacrifices 
to do it, or going to a silver basis, which has some merits but many 
demerits, or taking such governmental action as will maintain a gold 
standard at a less economic expense than maintaining a pure gold 

currencv. 

The plan I propose avoids the expense of investment in a pure gold 
currency on the one hand, and it avoids the tendency of a pure gold 
currency to draw away gold mone3 T . It does throw on the treasury 
the expense of maintaining the standard, but that expense would be 
trifling or nothing, and even if it was considerable it would properly be 
assumed by a government if the benefits growing from a stable cur- 
rency were important. 

AN ECONOMICAL NECESSITY FOR UNITED STATES TO MAINTAIN GOLD 

STANDARD. 

As it was in this country, we preferred to maintain the gold standard 
at a considerable expense because we found it was an economical 
necessity. I belive that almost any country 

The Chairman. An economic necessity, because it was our standard ? 

Mr. Conant. Because it was the standard of other advanced coun- 
tries. 

The Chairman. No; it was our standard, and therefore to abandon 
it for another standard would be of immense expense of itself? 

Mr. Conant. Yes; unquestionabty. 

UNDER PROPOSED PLAN GOLD WILL BE FURNISHED BY THE BANKS. 

The Chairman. But now we propose to change an existing standard 
into a gold standard ? 

Mr. Conant. Yes. 

Senator Lodge. Now, where is the gold coming from ? 

Senator Beveridge. That is the point. 

Mr. Conant. That is a banking matter. If they have a seigniorage 
of 20 per cent on every coin, and they wish gold, it is easy enough to 
arrange with the banks to get it. 

Senator Beveridge. Suppose the seigniorage does not pay the 
expense of maintaining the gold standard % 

SEIGNIORAGE. 

Mr. Conant. When you have a certain seigniorage you buy what 
gold it will buy, whether or not it is more or less. If there are no 
demands on the reserve you do not have to take any further action. 
If the demands are excessive and the gold reserve is reduced below 
the point of prudence then you take the further steps which the bill 
proposes. 

Senator Lodge. What is to prevent their drawing out gold — anj^body 
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that wants to export? Is not the seigniorage a fiction? I will ask you 
this: Suppose the requirements of the Philippine Islands for their 
trade are $50,000,000? Now, then, j t ou want to buy bullion enough 
to coin $50,000,000 at your risk. Do you want to buy any more? 

Mr. Conant. Only as necessity demonstrates a need for more. 

The Chairman. No, no. You want $50,000,000 of circulation at 
vour standard? 

Mr. Conant. Yes; 50,000,000 pesos. 

The Chairman. Now, you say seigniorage, but you would naturally 
buy just enough silver bullion to coin 50,000,000 pesos, would you 
not? 

Mr. Conant. Yes; but you pay them out of the treasury at the rate 
of 50 cents gold, when they only cost you 42 cents. 

The Chairman. Then, the seigniorage is the difference between the 
gold and the silver price? 

Mr. Conant. Yes. 

The Chairman. Very well. Suppose silver goes up 8 per cent? 

Mr. Conant. You mean enough to carry it above par 

The Chairman. Suppose it is carried up in the process of this buy- 
ing to 48 cents? 

Mr. Conant. Yes. 

The Chairman. How much would seigniorage be? 

Mr. Conant. Very trifling then. 

Senator Beveridge. Then where would you get the gold? 

The Chairman. Then your seigniorage is a fiction, because it depends 
upon the price of silver bullion. 

Senator Beveridge. Where would you get the gold to maintain the 
standard, in view of the natural complications ? 

PROVISIONS AGAINST MANIPULATION OF THE SILVER MARKET. 

Mr. Conant. Provision has been made in the bill introduced by 
Senator Lodge against the manipulation of the silver market. The 
Philippine government is authorized to buy silver of the Secretary of 
the Treasury from the bullion he now has. Other precautions are 
taken against a forced rise in the price of silver. In the first place, a 
considerable period is allowed the Philippine government in which to 
make its purchases of silver bullion, and they would probably use 
reasonable prudence and discretion in such a way as not to allow the 
market to be manipulated. If you are going to eliminate the clause 
authorizing them to buy from the Secretary of the Treasury of the 
United States 

Senator Beveridge. I do not know about that; but I am suggest- 
ing it might be a difficult thing 

Mr. Conant. If you are to eliminate that, it might be desirable to 
extend the time within which purchases of silver are to be made. 1 
do not understand that the purchase of 50,000,000 pesos is going to 
give us any large and permanent advance in the silver market. 

DEVELOPMENT OF TRADE INCREASES DEMAND FOR SILVER. 

Senator Dubois. Does not this follow logically : That if we develop 
those islands and create new demands, and the Chinese trade increases, 
that there would be a demand for silver, and that demand will raise 
the price? Will not the tendency be to raise the price of silver? 
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Mr. Conant. No; I think not, materially. 

Mr. Lodge. Of course it niav. 

Senator Beveridge. Suppose it was to rise for any cause. 

Senator Lodge. It went up to 52 cents on the Boxer troubles in 
China. 

Mr. Conant. That was the price of Mexican dollars, not the price 
of bullion. 

Senator Lodge. No; but the price of the coin. 

Mr. Conant. Suppose I state what steps I think would be needed 
to maintain the parity and answer Senator Beveridge's question as far 
as possible. 

In answer to Senator Dubois, I do believe that time will result in a 
considerably increased demand for silver currency in the Philippines, 
but it would come in small lots of 2,000,000 or 3,000,000 pesos a year, 
and that perhaps as trade increases, as capital is employed, and as the 
use of money spread throughout the provinces; but an increased 
demand for silver — if we consider it an increase ; I am going to show why 
it would not represent a net increase — amounting to only $2,000,000 
or $3,000,000 a year, coining into 4,000,000 or 6,000,000 pesos, would 
not be enough to affect the price of silver materially. 

The demand for silver resulting from this would not be a net addi- 
tion to the world's demand, because there are in use now in the Philip- 
Sines 40,000,000 pesos Mexican silver. That Mexican silver must be 
isposed of in one of two ways. It has either got to be used in coin- 
ing this new currency, in which case, of course, it- will reduce the 
demand for silver bullion by that much, or else it has to go to China 
and other places where it is still used, and by so much it will diminish 
the demand for Mexicans from other sources for those countries. 
Eventually the Philippines will need a larger volume of currency than 
they have now, but at the outset the new demand for silver caused by 
a new coinage will be trifling. 

PROFITS OF SEIGNIORAGE UNDER FREE COINAGE. 

Senator Lodge. I understand perfectly the profit of seigniorage 
where you have free coinage. The owner of gold brings his gold to 
the mint, and he receives so many gold dollars in return, minus the 
charge for coinage. But suppose the Government had to buy the bul- 
lion itself to start with ? It buys the bullion and coins it for a speci- 
fic purpose, and you propose to do it in the Philippines. It is only 
foing to buy the exact amount of silver that it needs to make those 
ollars. In other words, there is no seigniorage on it at all. 

Mr. Conant. Seigniorage may not be the best technical term. 
4 'Profit" would be better. But this happens: Suppose they desired 
$50,000,000 in silver? They go into the London market and they bu} r 
for that purpose 42,000,000 pesos' worth of silver. That is $21,000,000 
worth of gold, if we assume a ratio of 2 for 1. That coins into 
50,000,000 pesos, does it not? 

Senator Lodge. Yes. 

Mr. Conant. They thereupon pay this out for all public dues at the 
rate of 50 cents gold. You see that they have left a profit of 8,000,000 
pesos or $4,000,000 gold. 

Senator Lodge. They have a bookkeeping profit; they have not any 
gold. 
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"Mr. Conant. You mean, where do they get the physical gold? 
Senator Lodge. They have no profits ? 

Mr. Conant. Oh, yes; thev do. They have a larger balance in the 
treasury by the amount by which the face value of the coins exceeds 
their cost in bullion. 

Senator Lodge. No; it is only a profit on the circulation in the 
Philippines; it does not bring anything into their treasury; they do 
not get anything out of it at all in the way of gold. 

Mr. Conant. Oh, jes; I will explain about the bookkeeping 

profit 

Senator Lodge. I mean you have to have physical gold if \ r ou are 
going to maintain a gold standard. 
Mr. Conant. That is true. 

Senator Beveridge. And by your explanation you have 8,000,000 
of unused silver as a profit? 
Mr. Conant. Yes. 

Senator Lodge. You have not anything, as a matter of fact; it is 
fictitious. 

Senator Beveridge. Yes; for this reason 

Senator Lodge. Let me state it as he stated it. You buy 42,000,000 
of silver and you coin that. You pay $21,000,000 gold for that, or 
whatever you please. You coin those into 50,000,000 of pesos and you 
put them out in circulation. 

Senator Beveridge. No; he proposes to coin them into a cheaper 

coin 

Mr. Conant. No; Senator Lodge has stated that correctly. 
Senator Lodge. But they put out the whole 50,000,000 — it all goes 
out. 

Mr. Conant. Well, you see it goes out in exchange for something. 
Senator Lodge. Precisely; it goes out in exchange for labor, for 
provisions, or anything you may suppose; but when they put out 
those 50,000,000 pesos tney have nothing in their treasury. 

Mr. Conant. Not if they have an 8,000,000 deficit; but if the budget 
balances, they have. 

Senator Lodge. You mean the} T hold 8,000,000 pesos? 
Mr. Conant. Yes. Could I be permitted to make an uninterrupted 
statement of this whole question ? 

There are two or three questions involved, of course, and I think 
we are perhaps getting them a little confused. The Philippine Gov- 
ernment has a svstem of taxation which we will assume shows a 
balanced budget; that is, they have collected enough to pay their 
charges. That being the case of course this process of buying silver 
will be gradual. They are not going to enter the market and make a 
bid for 42,000,000 silver pesos at one time. 

Senator Lodge. Call it 1,000,000, call it 10,000,000, or anything 
you please. It illustrates the question just as well. 

Mr. Conant. Yes; but I want to illustrate the manner in which it 
would w r ork. Assuming that they did go into the market and bought 
42,000,000 pesos, the only reason it creates confusion to talk at once 
of the whole thing is because you naturally ask the question what 
the} 7 are going to do with it and where they are going to get it — 
where they are going to get the $21,000,000 gold and what tne} r are 
going to do with it after it is coined? The purchase of silver is going 
along gradually. If they receive Mexicans for public dues and are 
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willing to take them for coinage, they take them from the receipts, wt 
will say, to the amount of $1,000,000 on a given day. The Govern- 
ment goes to London. It buys with its 2,000,000 pesos, or $1,000, 00<"» 
worth of gold, a certain amount of silver bullion. That silver coin* 
into, say, 2,500,000 pesos. Now, they took from their treasury in 
Mexicans 2,000,000 pesos, and they have been enabled to put back 
2,500,000 pesos. They do that time after time in small amounts with- 
out disturbing the monev market. 

Senator Beveridge. Whv do 2,000,000 Mexicans coin into two and 

%f 7 7 

one-half millions ? 

Senator Lodge. Because he has depreciated his currency. 

Senator Beveridge. No; I said that a moment ago, and he replied, 
"No" — that that was not the case. 

Mr. Conant. I think I can make it clear 

where does the gold come from? 

Senator Lodge. Allow me to state where my difficulty is, because 
you do not come to it at all. 

What I am trying to get at is my original question about the seign- 
iorage. What 1 say is this: That if the}' buy a million dollars' worth 
of silver — that is a million dollars' worth in gold — and coin it into 
2,000,000 pesos, or whatever amount it is, then they can either pay 
those all out or they can keep a certain amount in the treasurj T and 
buy gold with it; but that is simply reversing what they have already 
done. Do you not see it is an endless chain ? You are traveling in a 
circle when the government is the buyer of the silver. There is no 
seignorage, really. That is the point I want to get at. 

Mr. Conant. I thought I would endeavor to trace the process from 
the beginning, in order to show how it operated in practice. You go 
into the London market with your million dollars in gold, or $2,000,000 
Mexican 

Senator Lodge. Stick to the gold. 

Mr. Conant. And you buy silver enough to coin into two and one- 
half million pesos. Now, the amount you have taken out of the treasury 
to purchase silver — say a million of gold, or 2,000,000 pesos at 2 
for 1 — with that }ou make a coin which contains less bullion than the 
Mexicans, but which you propose to circulate at 50 cents gold. Now, 
even if you coined as heavy a coin as the Mexican, you would make a 
profit, because it is to be paid out for 50 cents in gold instead of ±3 
cents. 

Senator Beveridge. That is the source of profit? 

Mr. Conant. That is one source of profit. 

Senator Beveridge. I asked if that were not the case a moment ago, 
and you said "No." 

I want to exclude the Mexicans. It simply confuses the whole thing 
to bring the Mexicans in. What I am trying to get at is how that 
government is going to get a gold reserve by the process of buying 
silver in the market. 

Mr. Conant. Let me follow your suggestion. If they have a gold 
income and use that 

Senator Beveridge. I do not assume that. I want to know how 
they are going to make a gold reserve without any gold. 

Mr. Conant. The process is this: Having taken §1,000,000 of gold 
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they spend that for silver, which will coin, say, into 2,500,000 pe&os. 

Senator Beveridge. Precisely; so far I see it plainly, that silver, 
those coins, will pass for 2,500,000 pesos or $1,250,000 gold, because 
we propose to maintain the ratio of 2 for 1. 

^lr. Conant. Now, you. say where do we get the gold? That is a 
simple question of banking and finance. 

Senator Beveridge. What do they buy the gold with ? 

jVIr. Conant. With the surplus in the Philippine treasury. 

Senator Beveridge. No; 1 do not mean that. You say our gold 
reserve is to be maintained by the profit the} r make on currency. We 
have spent $1,000,000 gold and we have bought silver, and it makes* 
2,500,000 pesos, which we coin and put out. Now, where is the profit 
that is going to supply a gold reserve in that transaction ? 

DIFFICULTY IN GETTING PHYSICAL GOLD. 

Mr. Conant. Physical gold ? 

Senator Beveridge. You have to have physical gold. 

Mr. Conant. You have 2,500,000 pesos in the treasury, where you. 
formerly had 2,000,000. You have therefore a surplus in the treas- 
ury of a quarter of a million in gold value. There is a great variety 
of ways of getting the gold. This currency being maintained at a. 
parity, the Philippine government, as any* merchant can do, can 
go to the banks and get gold by pa} T ing the current price for it in the 
coin of the country. If they even had to pay the bullion price of 
silver they could get it, even if we assumed for the sake of argument 
that their pesos would not pass for 50 cents in buying the gold, that 
they passed only at their bullion value, your $250,000 gold value or 
your 500,000 pesos would buy in exchange 400,000 pesos or $200,000 
in gold. You could have it shipped from Hongkong, where the Eng- 
lish banks have plenty of gold, or from the United States. It would 
be settled by means of exchange. The Filipino government would 
have sums to pay here and would have sums coming to them from 
here. 

Senator Beveridge. I still do not understand that there is anything 
more than preserving a portion of that $1,000,000 goM that you are 
going into the market and buying. In other words, there is no profit 
in it. 

Senator Lodge's difficulty is my difficulty. 1 understand that there 
are $1,000,000 in gold. I understand that. We want to give a silver 
currency to those people. You take that gold and buy a million dol- 
lars' worth of silver. 

Mr.. Conant. Yes. 

Senator Beveridge. And then we take that $1,000,000 worth of 
silver, having no actual gold remaining, and we coin that $1,000,000 
worth of bullion into silver pesos; it coins into 2,500,000 pesos. 

Mr. Conant. Yes. 

Senator Beveridge. And you issue 2,000,000 of them and you 
reserve a half million pesos? 

Mr. COnant. Yes. 

Senator Beveridge. You have not made anything on that transac- 
tion, have you? 

Mr. Conant. We have the 500,000 pesos in the treasury. 

Senator Beveridge. Suppose you did not issue your 2,000,000 pesos, 
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but kept the whole 2,500,000 there; how much would you g-et in 
exchange for foreign gold— $1,000,000, would it not be? : 

Mr. Conant. Yes. 

Senator Beveridge. That is to say, you would not have any more 
silver than you had when you had your gold? 

Mr. Conant. You mean if vou took the coins back to the melting 
pot and tried to sell them? Tney would not sell for more than they 
cost; that is true. 

Senator Beveridge. Then you have, after all, just what you bought. 
You have $800,000 worth of gold in silver. That is what you have got. 

Mr. Conant. Yes. 

Senator Beveridge. You have in the end what you started out 
with? 

Mr. Conant. In that sense, but it is 

Senator Lodge. But you issue 2,000,000 of the pesos 

Senator Beveridge. So you gain nothing in tne transaction, as a 
substantial fact. 

Mr. Conant. I can not admit that. 

Senator Beveridge. You will have to be patient with me, and I 
hope the chairman will excuse me, because I am having a little diffi- 
culty here. I have a million dollars' worth pf gold and I buy silver 
bullion, and I coin that silver bullion into pesos, or anything else I 
want. At the end of that I have only what I had in the beginning, 
to wit, a million dollars' worth of silver. 

Mr. Conant. In gold value; yes. 

Senator Beveridge. Yes. Now, then, whatever I issue of that 
does not affect the value of what 1 have bought with that gold? 

Mr. Conant. No 

Senator Beveridge. Whatever I issue or whatever I keep does not 
affect the value of that gold? 

Mr. Conant. Not its actual gold value as bullion. 

Senator Lodge. The 500,000 you keep you use for 3^our reserve. 
In other words, you put it back in gold? 

Senator Beveridge. That is to say, you put it back. 

Senator Lodge. I say, why not reserve a part of that gold in the 
first place; that is, coin 2,000,000 pesos of this lower value and keep a 
portion of your gold? 

Senator Beveridge. Yes; and 100,000 of gold. 

Senator Lodge. So there is nothing but the bookkeeping profit? 

Senator Beveridge. There is no profit. 

Mr. Conant. There is this profit. The way Senator Lodge sug- 
gests would be a simple way of putting it. If you had in the Filipino 
treasury $1,000,000 in American gold, or any kind of gold, and you 
wanted to maintain a reserve, you can set aside $200,000 of gold and 
use your $800,000 to buy silver bullion. 

Senator Beveridge. So that amounts to this 

Mr. Conant. But you could buy with that enough silver to coin 
into a considerable profit 

Senator Beveridge. So it amounts to this: If we have $1,000,000 
of gold, you advocate spending, say, $800,000 to coin into pesos, and 
then $200,000 as a reserve fund? 

Mr. Conant. Yes. 

Senator Beveridge. So there is where we get the gold? 

Mr. Conant. Yes; that is one way of putting it. 
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Senator Lodge. What I am getting at is that there is no profit. 
AVhere you call in a currency and debase it and put it out you make 
a profit. How? Because you do what the old kings used to do. 
Xhey issued $2,500,000 where there was formerly $2,000,000, and they 
gfot supplies and things in that way, but they did not supply a gold 
reserve. 

Senator Dubois. There is always a day of final redemption, though. 
Senator Beveridge. One more question: We propose to maintain 
these pesos, whatever the fluctuations in their bullion value maybe, at 
oO cents gold, do we not? 
Mr. CoNAtoT. Yes. 

Senator Beveridge. So, if they went down by any miracle, for 
illustration, to 5 cents, still we would maintain them at 50 cents? 

Mr. Conant. Theoretically, yes; just the same as if the gold went 
down to 5 cents on the dollar. 

Senator Beveridge. Very well. Of course, it takes more gold to 
maintain the value of a dollar which is dependent on that gold when 
it goes down in value than it does when it is equal to it in value, does 
it not? 

Mr. Conant. Not necessarily. 
Senator Beveridge. But theoretically. 

Mr. Conant. You mean the difference between the gold value 

Senator Beveridge. No; 1 say theoretically, that is absolutely true. 
Mr. Conant. I am trying to get it clear in my own mind just what 
vou desire to know. 

Senator Beveridge. Very well. Suppose, for illustration — an 
impossible illustration, but to make it clear beyond peradventure — 
that this Filipino peso was to lose all its bullion value, practically, 
going down to 5 cents in value. Now, it would take more gold to 
maintain it at 5 cents than it would if it was worth 50 cents, would it 
not? 

Mr. Conant. Probably. 

Senator Beveridge. We know it, do we not? That is an absolute 
demonstration. 

Senator Lodge. The fiat has increased. 

Senator Beveridge. That is an absolute demonstration. Am I 
right about that? 

Mr. Conant. I do not think we quite understand each other. 
Senator Beveridge. Then let us understand each other. You are 
going to issue 1 Filipino peso which is of less value than 50 cents in 
gold. That is true? 

Mr. Conant. Less bullion value — yes. 

Senator Beveridge. And that has to be maintained at 50 cents, has 
it not, by a gold reserve? 
Mr. Conant. Yes. 

Senator Beveridge. By a gold reserve? 

Mr. Conant. And by anotner cause which 1 have not yet dis- 
cussed 

Senator Beveridge. Now, let us say that at the present time this 
silver in your silver peso is worth 43 cents. So there is a difference 
between its actual bullion value and the value at which we intend to 
maintain it in gold of 7 cents. That is true? 

Mr. Conant. There is a difference of 7 cents; yes. 

Senator Beveridge. That is arithmetic. It would take less gold to- 



30 ^Oi CURRENCY IN THE PHILIPPINES. 

maintain the peso as it stood at that bullion value — at 50 cents gold — 
than it would take to maintain it at 50 cents gold if it was only worth 
5, or 10, or 15 cents in bullion value? 

Mr. Conant. Well, will vou let me make a statement? 

Senator Beveridge. That is arithmetic. 

Mr. Conant. Not necessarily. I do not think you get my idea of 
the relations and purpose of the reserve toward the coinage. 

Senator Beveridge. I am not trying to bother you at all; I ani ask- 
ing for information. 

Mr. Conant. I understand that perfectly. 

Senator Beveridge. Of course, I am trying to get the idea clear in 
my mind. The question which these very simple questions are finally 
coming to is, Where are you going to get the gold to maintain this 
peso at 50 cents in spite of its fluctuation ? Do you understand that. 
Senator Dubois? 

Senator Dubois. Yes; it is perfectly clear to me. 

Mr. Conant. Your question seems to iinpty that the difference 
between the bullion value and the exchange value has got to be exactly 
covered by the reserve. 

Senator Beveridge. I am not talking about that; I am going into 
very simple and elementary elements of this thing, if I may use 
tautology. We will come to that a little later, but the question is: 
It takes more gold to maintain a piece of silver if it is worth 5 cents 
at 50 cents value than it does to maintain a piece of silver which is 
worth 40 cents? 

Mr. Conant. It probably would require a larger reserve, but the 
arithmetical ratio would not be constant. 

Senator Beveridse. We are not coming to the reserve yet. 

Mr. Conant. I thought it was the gold reserve you were talking 
about. 

Senator Beveridge. We will get to that in a minute. Then, to 
repeat the question: It takes more gold to maintain a piece of silver 
worth 5 cents at 50 cents exchange than it does to maintain a piece of 
silver worth ±5 cents, does it not? 

Mr. Conant. Yes, probably; but not necessarily in a mathematical 
ratio. 

Senator Beveridge- But it does take more gold to maintain a piece 
of silver worth 5 cents than it does to maintain a piece of silver worth 
40 cents at a 50-cent rate? 

Mr. Conant. It probably would. 

DIFFICULTY IN GETTING GOLD RESERVE TO MAINTAIN PARITY. 

Senator Beveridge- Now, then, it brings us to the question that 
has bothered me from the start. Where will you get the gold to main- 
tain the exchange value which you propose to maintain at 50 cents, in 
spite of and in the presence of all the fluctuations that ma} r come in 
the bullion value of your peso? 

Mr. Conant. Because the amount of gold required to maintain 
parity would not be related directly and minutely to the fluctuations 
in the bullion market. 

Senator Beveridge. It would have some relation ? 

Mr. Conant. Yes 

Senator Beveridge. Where will you get that gold? 
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Mr. Conant. There are plenty of powers conferred in Senator 
Lodge's bill on the Philippine government to get it. 
Senator Beveridge. Where? 
Mr. Conant. I might as well read them. 

SOURCES FOR GOVERNMENT TO GET GOLD. 

Senator Beveridge. No; vou need not do that. From what sources 
would the government get the gold ? 

Mr. Conant. They can issue bonds or treasury certificates. 

Senator Beveridge. Then, as a matter of fact, the government, 
after all, must bear the expense of maintaining the peso which you 
expect to issue at an exchange value of 50 cents ? 

Mr. Conant. The government must bear it, if there is to be any 
expense. 

Senator Beveridge. If there is an expense? 

Mr. Conant. You are assuming a purely theoretical condition — that 
the bullion value would be worth only 5 cents. 

fluctuations in silver. 

Senator Beveridge. No; because there already have been immense 
fluctuations in silver, and there are bound to be fluctuations. 

The Chairman. I would like to have Mr. Conant tell us how we are 
going to get this gold. 

Senator Dubois. Silver is a commodity the same as wheat and is 
bound to fluctuate; you can not escape that. 

FLUCTUATIONS OF SILVER WILL NOT AFFECT VALUE OF PHILIPPINE COINS. 

Mr. Conant. I admit that; but I do not admit that fluctuations in 
the silver market are going to affect materially the value of Filipino 
coins, because the mints there are not open to free coinage. One tning 
that is going to prevent any such trouble as has been anticipated in 
some quarters is that the quantity of coins is limited to the needs of 
the islands. It has been demonstrated time and time again that a lim- 
ited quantity of coins will keep at a value far above their bullion value 
if you do not pump additional quantities into circulation. 

Senator Lodge. That is undoubtedlv true; but at the same time we 
have got to have a gold reserve. The United States can not afford to 
have any of its possessions, or whatever you call them — dependencies, 
or anything else — putting out a silver coin redeemable in gold unless 
it has got the gold to redeem it. 

Mr. Conant. Absolutely. 

Senator Lodge. Now, the government has to get that gold; it has 
got to buy it somewhere; it has got to take the money of the people of 
those islands, or else we have to buy it for them; we have to supply 
them. 

Senator Beveridge. That is the whole question. Where are you 
going to get the gold ? 

GOLD FOR THE RESERVE. 

Mr. Conant. Suppose you let me make a connected statement, 
which will embody my views more clearly than categorical answers to 
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isolated and hypothetical assumptions. I have pointed out that there 
would be a surplus of coins in the Filipino treasury. The criticism 
has been made in regard to that that eventually we might come to a 
point where that silver would have to be melted and sold in the bullion 
market at its bullion value. That may be so. If so, that is a very 
distant contingency, however, because we are now proposing to estab- 
lish a coinage system there that will last for many years, if not in 
perpetuity. That being the case, we have a profit on the coinage for 
the time being. The point is that when taken to the melting pot there 
would be no profit. That is tantamount to saying that if you bought 
a suit of clothes and wore them for a year and then took them to a 
second-band dealer you would expect to get just as much for them as 
you paid. 

Senator Beveridge. Why not issue your $2,500,000 that you buy 
with your million dollars' worth of gold ? 

Mr. Conant. And have no reserve ? 

Senator Beveridge. Yes. 

the reserve strengthens the maintenance of a parity. 

Mr. Conant. For the reason that the reserve strengthens your 
maintenance of parity. 

Senator Beveridge. Where does the profit then come from? 

Senator Lodge. If you buy 2,500,000 of pesos and keep 2,500,000 
in your treasury they are worthless for redemption, and if you keep 
the gold you might as well buy the gold to start with. 

Mr. Conant. But I took your proposition, that you held the gold. 

Senator Beveridge. But you can not call it profit, can you? 

Mr. Conant. Yes; I call it profit, decidedly, from ever} 7 economical 
standpoint. It is not profit when you take it back to the melting pot, 
I admit, but it is profit for all fiscal purposes. 

seigniorage profit. 

Senator Lodge. It strikes me just as it strikes Senator Beveridge. 

Your profit is in your $500,000; that is, your profit, or whatever 
you choose to call it. You have got to reserve that in gold? 

Mr. Conant. This is true, undoubtedly. That the sum of your 
issues, plus your reserve, is no more than you have paid out. In fact, 
that is the intent of the bill, that there is no profit covered into the 
ordinary receipts of the Filipino treasury, but that it is set aside as a 
trust fund or reserve. 

TRUST FUND FOR REDEMPTION. 

Senator Beveridge. In other words, you take part of your gold 
and buy pesos, and part of your gold for their redemption? 

Mr. Conant. Yes; that is true. And this answers in that way the 
contention made in regard to debasing the currency. It is not pro- 
posed to debase the currency by covering the profits into the general 
treasury. It is proposed to set them aside as a trust fund to maintain 
the parity of the coins issued. 

Senator Lodge. That profit is what I say is a mere bookkeeping 
profit, because the $1,000,000 comes out of my pocket. I take 
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§1,000,000 out and I buy $2,000,000 pesos' worth of silver. That is 
the equivalent of my $1,000,000 on its face value, and I reserve what 
amounts to $500,000, a thousand pesos. That is nothing but the 
reserve w T hich I have taken out of my pocket already. 

Mr. Con ant. From that point of view, you state the fact correctly. 
I did not mean to impty that there was to be a profit in the treasury 
to be devoted to general expenditure. I mean that you have a profit 
over the coin outstanding, which you set aside as a reserve. 

Senator Lodge. Coin the number of pesos you want, coin 40,000,000 
and then go to buy gold and put it into a treasury to redeem them. 
Who is going to buy the gold? Somebody has got to buy the gold. 

PLAN FOR GOLD REDEMPTION. 

The Chairman. Now, unfold to us your plan for gold redemption. 

Mr. Conant. It has never occurred to me that there would be the 
slightest difficulty in maintaining the parity of these coins. On the 
contrary, I should ask no easier task than to be finance minister there 
and maintain the parity of those coins. 

Senator Beveridge. Would we not have to have some gold? 

Mr. Conant. Undoubtedly. 

GOLD REDEMPTION FUND — WHERE PROCURED? 

Senator Beveridge. Where would we get it; where would we get 
the gold reserve ? 

Senator Lodge. Where would we get the gold reserve, that is the 
question ? 

Senator Dubois. You will have to do it there as much as you do it 
here. 

Senator Lodge. Where are you going to get the physical gold that 
backs up the currency of the United States to-day ? That is the point. 

Mr. (Jonant. Don't you suppose if the Treasury wanted some gold 
it could arrange it through a New York bank? 

Senator Lodge. The United States Treasury ? 

Mr. Conant. Yes. 

Senator Lodge. Yes; they would go into the market and buy it. 

Senator Dubois. They would sell bonds. 

Senator Lodge. They would issue bonds. 

Senator Beveridge. They would mortgage the country in order to 
get it. 

Mr. Conant. Thev would not have to do anything of the kind to-day. 

Senator Lodge, flow would thev do it? 

Mr. Conant. They might have to paj T a small premium 

Senator Beveridge. Well, we have some gold for the gold reserve 
there. 

Mr. Conant. Yes. 

Senator Beveridge. Now, where will we get that gold? 

Mr. Conant. There are several ways of getting the gold. In the 
first place, as I started to explain, you go into the market and buy a 
certain amount of silver bullion 

Senator Lodge. What do you buy it with? 

Mr. Conant. With the money in the Philippine treasury. 

CUR PHIL — CONANT 3 
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MONEY IN THE PHILIPPINE TREASURY. 

Senator Lodge. Now, we are <x>ming down. You have to buy it 
with the money in the Philippine treasury. How much have you? 

Mr. Conant. Some $7,000,000 surplus. 

Senator Lodge. Governor Taft has testified that that is all engaged 
in other things. 

Senator Beveridge. But even granting everything Mr. Conant 
says 

Mr. Conant. Is it not clear that there would be no net loss result- 
ing from that, that that would be converted into coins which would be 
put back in the treasury and take the place of the money paid. 

Senator Beveridge. But granting this little point, that only a slight 

fold reserve is necessary, where do you get that slight gold reserve? 
would like to have you state that. 

PLAN FOR GETTING GOLD. 

Mr. Conant. There are a number of ways, anyone of which is easj\ 
In the first place, if, as Senator Lodge suggested, you have gpld, all 
you have to do is to retain it, and to-aay they have in the Philippine 
treasury somewhere in the neighborhood of f 5,000,000 of American 
money. 

Senator Dubois. But, as Governor Taft said, that is all mortgaged. 

Mr. Conant. But 1 am going to point out to you that that makes 
no difference; that there is not a direct physical loss in getting your 
gold. It is simply an exchange^ 

Senator Beveridge. You could get the gold by borrowing on the 
bonds of the islands. That would be one way. 

Mr. Conant. Yes; but probably a way which would never be 
resorted to. 

Senator Beveridge. That would be one wa.y ? 

Mr. Conant. Yes. 

Senator Beveridge. We could get it by using some of the revenues 
of the islands? 

Mr. Conant. Yes. 

Senator Beveridge. And we could get it by the United States 
supplying it. 

Mr. Conant. Making the islands a present of it? 

Senator Beveridge. Yes. 

Mr. Conant. Yes; if you thought proper. 

Senator Beveridge. What way would you get it 

Mr. Conant. I would like to have an opportunity of stating, with- 
out interruption, because I think that might tend to make it clearer. 

Senator Beveridge. Go ahead. 

Mr. Conant. I mean no disrespect to the committee in asking free- 
dom from interruption, but it is difficult to preserve the continuity of 
one's ideas when I am interrupted. 

The Chairman. Let him go ahead and make a statement. 

Mr. Conant. The difficulty, I think, in regard to this question of 
taking money out of the Philippine treasury is that the fact is not kept 
clearly in mind that the money would go back. There is no loss. 
You might take this $7,500,000 of surplus, and perhaps half of that is 
in American money — perhaps $4,000,000 of it is in American money. 
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With any form of American money, greenbacks, silver certificates, or 
bank notes, you can buy gold and set it aside for a fund for purchas- 
ing silver bullion and for maintaining your reserve. Suppose you did 
that. 

You can take any amount of American money to Hongkong and 
get gold. Why ? Because our paper is the best gold exchange there 
is. It is cheaper to ship to New York, and it is redeemable in gold in 
New York and Washington. That being the case, if you took this 
American money now in the Philippine treasury to Hongkong and 
wanted to buy physical gold, you could get the gold without any 
premium, unless possibly it might be the freight from Hongkong to 
Manila, and you could deposit it in the Philippine treasury. Now, then, 
you take that $4,000,000 of gold and undertake your first purchase of 
silver. If you follow the method suggested by Senator Lodge, you 
would retain, say for convenience, $1,000,000 of that gold. You take 
the remaining $3,000,000 and send it to London. You buy there 
$3,000,000 of silver bullion, whicn will coin into about, we will say, 
7,000,000 pesos. Now, do not you see that } r ou have in the Filipino 
treasury 1,000,000 pesos more than the equivalent of the $3,000,000 
gold you spent? 

Senator Beveridge. No; I do not see that. 

The Chairman. Assume that we have that. 

Mr. Conant. Of course, the mathematics were wrong in this 
respect 

Senator Lodge. I see how we are making out of the Filipinos, but 
I do not see the gold reserve. 

Senator Dubois. Let him go on. 

Mr. Conant. I will restate the mathematics. 

Senator Beveridge. Go ahead. 

Mr. Conant. You have in the Filipino treasury $4,000,000 Ameri- 
can money, which 1 have shown you you can exchange for gold at 
Hongkong. Twenty per cent would be aoout the difference between the 
bullion value of silver and the coinage value. So I will say you retain 
£800,000 of that gold. You take the other $3,200,000 and send it to 
London, and there buy silver bullion. Now, that gold, as you under- 
stand, when it was in the Filipino treasury represented, at the old 
ratio of two for one, 6,400,000 in silver pesos. That is clear, is it not? 

Senator Beveridge. Yes. 

Mr. Conant. Now, $3,200,000 of gold, at the ratio of 2 for 1, is 
equivalent to 6,400,000 pesos, but it will coin into 20 per cent more 
of the proposed pesos, or exactly 8,000,000 pesos. Now, you have in 
the Philippine treasury 8,000,000 silver pesos, which are equivalent in 
exchange power to the gold you first had, and you have, in addition, 
$800,000 physical gold which you would have set aside. 

Senator Beveridge. That $800,000 physical gold came from the 
revenues of the islands? 

Mr. Conant. No, not in the sense that it is a charge upon them. 

Senator Beveridge. From the Philippine treasury? 

Mr. Conant. In a sense it did, and in a sense it did not. 

Senator Beveridge. Where did that $800,000 come from — from 
Hongkong? 

Mr. Conant. It was reserved from the amount in the Philippine 
treasury, but the treasurv has as many coins as before, exclusive of 
this amount, for making its disbursements. 
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The Chaibmax. You have that SSuO.OOOf 

Mr. Coxaxt. Yes. 

The Chaibmax. And. in addition to that, you have 8.000,000 peso* i 

Senator Lodge. Redeemable in gold. 

Mr. Coxaxt. Yes: Is it not perfectly clear that that supplies your 
gold i 

Senator Bevebidge. It is clear that you took the gold out of the 
Filipino treasury. 

Mr. Coxaxt. That is, you took 20 percent of the outstanding issues. 

FLUCTUATIOX IX BUIXIOX VALUE WOULD XOT AFFECT GOLD RESERVE. 

Senator Bevebidge. Assuming all this to be true, and accepting 
all that, suppose the fluctuation in the bullion value of your peso now 
makes it necessarv to increase the gold reserve, where will you get 
thaU 

Mr. Coxaxt. I do not admit that the flunctuation would cause such 
a necessity. I admit the flunctuation. but I do not admit that the 
flunctuation would affect 

Senator Bevebidge. But suppose it did i 

Mr. Coxaxt. Suppose it did, you would have to avail yourselves of 
the other powers conferred on the Philippine government. 

Senator Bevebidge. You would have to take some more gold out. 

Mr. Coxaxt. Certainly, but I do not admit it is necessarv 

Senator Bevebidge. But suppose it was i 

The Chaibmax. Sow, you put out those 8,000.000 pesos in circulation. 

Mr. Coxaxt. Yes. 

The Chaibmax. Now, you have, to redeem them, $800,000 in gold. 
They are redeemed at 2 for 1: that is. it would take, if these 
8,000,000 pesos were redeemable, $4,000,000 of gold to redeem them all ( 

Mr. Conakt. Yes, sir. 

The Chaibmax. Now, is it not likely, laying aside an}- question of 
the fluctuation of the money, that there will be a call at some seasons 
for a larger exchange of those pesos than the $800,000 would meet I 

Mr. Coxaxt. No, I do not think so; but 1 would like to discuss 
that contingency. 

LIMIT OF PHILIPPINE COINAGE. 

The Chaibmax. 1 would like to hear you on that. 

Mr. Coxaxt. I do not think that the quantity put out would be such 
as to cause any such demand. The whole of the money of the islands, 
if we limit ourselves to coin, would be the 40,000,000 or 50,000,000 
pesos issued. To claim that one-fifth of that sum would be withdrawn 
from circulation owing to the pressure of adverse foreign balances or 
otherwise, and would be presented for gold at one time, and that no 
gold came back in exchange for silver, it seems to me is a pretty 
violent assumption. 

In the United States we have $2,000,000,000 of currency, and that 
would be equivalent to about £400,000,000 being presented before any 
of what hud been presented was changed back. 

adequacy of reserve. 

Of course, whether the 20 per cent reserve is adequate for main- 
taining confidence under all conditions is debatable. My opinion is 
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that it would be adequate. But if it was not adequate, the cost 
imposed for increasing it slightly would be so small it would not bur- 
den materially the revenue of the islands. We are not tied up to the 
bungling method of issuing long-term bonds. The paying of one- 
quarter of 1 per cent premium in Hongkong for several millions of 
o-old might do it. You are familiar with the provisions of the bill for 
selling gold exchange. That could be met by drafts on the deposits 
of the Philippine government in the United States. They will undoubt- 
edly have such deposits. They will undoubtedly have deposits here 
for buying supplies, and ships, and one thing ana another. 

VALUES NOT ALTERED. 

Senator Lodge. Is not this going to alter the rate of wages and the 
relative value of debts in the Philippine Islands? 

Mr. Conant. Not materially. Of course some interval has got to 
be allowed between the promulgation of this plan and the demoneti- 
zation, if I maj T use the term, of the Mexican silver dollar; but the 
Mexican silver dollar has recently been taken by the Commission at 
47 cents, I think, and at some future time they will probably fix it at 
nearer its Hongkong value — 43 to 44 cents. 

The Chairman. Has labor been reduced now one-half? 

Mr. Conant. In gold value? 

The Chairman. Yes. 

WAGES ADVANCED SINCE AMERICAN OCCUPATION. 

Mr. Conant. It was before the American occupation. The Ameri- 
can occupation has caused such a demand for labor that wages have 
risen. 

Senator Beveridge. The effect of the use of American dollars out 
there also at first increased the scale of wages? 

Mr. Conant. I should not say that it had much to do with it. 

Senator Beveridge. Theoretically it might not have much to do 
with it, but as a matter of fact it did. 

As a matter of fact, and it is universally admitted out there by 
bankers and storekeepers and everybody else, the use of American 
currency did raise the scale of everything. 

Mr. Conant. Yes; the presence of Americans there did; I do not 
think the use of the American money alone did it. 

BALANCE OF TRADE IN PHILIPPINES. 

The Chairman. Now, will you show us what the balance of trade 
will be in the Philippine Islands; that is to say, that they will sell 
more than they will buy; what do you think of that? 

Mr. Conant. I think more goods will be introduced into the Philip- 
pine Islands than will be exported, because the policy of American 
capitalists is to go in there and build railways, and open up plantations, 
and build factories, and that will result in great quantities of agricul- 
tural implements, agricultural machinerj' and engines, and all those 
other things requisite for industry being sent over there. 

Senator Lodge. And it will make a balance of trade against them? 

Senator Beveridge. But the balance of trade would be against 
them. 
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Mr. Con ant. Yes; in a sense it would. 

Senator Beveridge. It would be absolutely against them. 

Mr. Conant. The merchandise movement would show an excess of 
imports, but they would not have to be immediately paid for. 

Senator Beveridge. Why not? 

Mr. Conant. Because of the large amount of securities that would 
be held by Americans in enterprises in the Philippines. 

Senator Beveridge. The securities have to be redeemed. If more 
goods are shipped into the Philippines than are shipped out, then the 
balance of trade is against the Philippine Islands. 

Mr Conant. The merchandise balance. 

Senator Beveridge. The balance. We speak here of the balance 
of trade with the rest of the world, and we know what that nieans. 
The balance of trade would be against them if they bought more than 
they sold. 

Mr. Conant. There would be an excess of imports of merchandise. 

Senator Beveridge. You said a while ago that a great difficulty 
arose in Japan in maintaining the gold standard because of the immense 
imports which had to be paid for. 

NEW ENTERPRISES IN NEW COUNTRIES. 

Mr. Conant. What Senator Beveridge says is true upon the face of 
the proposition, but it has not been the experience in new countries. 
W 7 hat occurs is this: A large quantity of goods are imported into the.se 
countries, and it is not possible for them to be paid for either in mer- 
chandise or gold if the purchasing countries were called upon for 
immediate payment. What occurs is that securities in new enter- 
prises are issued and those securities are held in the old country, and 
only the interest at most is demanded back. 

Senator Beveridge. The payment of the balance of trade is deferred. 

Mr. Conant. Yes; that is the proposition — that until they begin to 
earn handsome returns they do not pa}' it. 

Senator Beveridge. And by that time you think the balance of trade 
will be in their favor? 

Mr. Conant. Certainly; that is the purpose of our going there. If 
we do not expect to make a profit out of the transaction of business, 
there would be no purpose in taking capital there. 

The Chairman. Mr. Conant, you have spoken of how you could 
obtain gold for this reserve. Are there any other resources ? 

Mr. Conant. There are a number of sources enumerated in the bill. 

Senator Beveridge. There are only three possible sources. I think 
you stated them in answer to my question. 

no difficulty in getting gold for a reserve. 

Mr. Conant. I do not anticipate any trouble on that score, because 
on this statement of the balance of trade you would expect immense 
importations of goods, but they would not have to be paid for. They 
would create a demand for currency, and ycjur currency would not 
come back for redemption in order to export it in gold. Gold exports 
would occur from time to time, as they do in every country, but they 
can never reach the point of theoretical exhaustion. 
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GOLD STANDARD IN JAPAN. 

Mr. Beveridge. Still, the Japanese statesmen even at this day 
regret the establishment of a gold standard in Japan, do they not? 

Mr. Conant. I do not think so. There is a difference of opinion 
about that. I want to read you something about the experience of 
India. 

The Chairman. We are quite familiar with that, 1 think. Have you 
something fresh? 

Mr. Conant.. Yes; I think so. Did vou have vour attention called 
to what was in the Mint report for 1900? They did not offer to make 
an absolute exchange for gold at first; it was optional. They reserved 
the right to pay or refuse silver, facing, as they did, hundreds* of mil- 
lions of silver which might be offered for redemption. 

Senator Beveridge. They do not redeem the rupees now? Is that 
true? 

Mr. Conant. It is perhaps legally; but I think the fact is they pay 
gold for silver. 

Senator Beveridge. I think the reverse is the fact. Do 3 T ou not so 
understand it, Senator Allison ? 

The Chairman. Yes; I so understand it. 

REPORT OP DIRECTOR OF JAPANESE MINT. 

Mr. Conant. I will read from the report of the Director of the 
Mint for 1900, on page 160. This is taken from the Indian financial 
statement for 1900-1901: 

We have been nearly swamped (temporarily) by gold. The amount in our cur- 
rency reserve on April 1, 1899, was £2,030,000. It stood, on March 7, 1900, at 
£7,069,800; theamount accumulated in London under act 2 of 1898 stood at £1,500,000, 
making the aggregate £8,569,800. 

Or about $42,000,000. 

The difficulty has been that of meeting the demand for rupees in exchange for 
notes or gold tendered to us. 

The Chairman. Have you something newer than that? 

Senator Beverjdge. If the fact is — as we understand it to be — that 
they do not pay out gold 

Mr. Conant. I was coming to that. 

Senator Beveridge. You do not think they would have $42,000,000 
x of gold there if they did pay out the gold for the rupees? 

Mr. Conant. They have been doing that on demand. They have 
not declared by law that they will do it on demand to all comers, but 
the fact is they have been doing it. 

Senator Beveridge. I understand the fact is that they have not 
been doing it. 

Mr. Conant. Yes; by the report of 1901 it shows they have been 
doing it. I will read further from this: 

A year ago it seemed that we should probably have to sit for a long while under 
the reproach of our critics and put up with what had been termed an " exchange 
standard." It then appeared impossible that in twelve months we should be pay- 
ing out gold to anybody who asked for it. AVe are doing so now. Whether we 
shall be able to continue to do so without check or interruption; whether now that 
we have once started giving gold for rupees we may not have to suspend temporarily 
is not a matter about which confident prediction can be made. But it would be 
reasonable to say that the auguries are not unfavorable for our being able to pursue the 
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path on which we have entered. Our position in respect of gold is strong. In India 
and London we have accumulated nearly £8,600,000. We have, as I have explained, 
set aside £5,000,000 for the present as our minimum reserve against eventualities; 
against the contingency of the secretary of state's being obliged to restrict or cur- 
tail his drawings and to ask us to ship home gold to enable him to meet his 
obligations. 

Any gold received in excess of this minimum or of such minimum gold reserve as 
may, with further experience, be established, we shall be ready to pay out as we are 
paying it out. But the probability is that the gold reserve ultimately available for 
foreign remittance will continue to exceed the minimum experimental reserve. 
Gold is still coming in, though the inflow is expected to slacken, and may with con- 
fidence be expected to reach us at least in every busy season. And in addition to 
the gold received from abroad we mav reckon upon the gold mined in India. It 
has been decided to constitute a branch of the royal mint at the Bombay mint for 
the coinage of gold. The terms of the proclamation to be issued under the imperial 
coinage act have been settled, and we are merely awaiting now until the royal mint 
has satisfied itself as regards the mint premises and appliances at Bombay. A repre- 
sentative of the royal mint is starting this week for Bombay to report. The gold 
from the Mysore mines is, indeed, already reaching us in anticipation of coinage, 
and we count upon receiving an annual increment to our stock oi gold of from one 
and a half to two millions from this source. 

Senator Beveridge. What is the date of that? 

Mr. Conant. The annual report for the fiscal year ending March 
31.* 1901. 

Senator Lodge. I understand that the} r had stopped paying out gold. 

Senator Beveridge. So did I. 

The Chairman. That was March a year ago ? 

Senator Beveridge. Have you a later statement merely to the 
effect that they are paying out gold, without reading it ? 

Mr. Conant. Yes; and I would like to read it because it is very 
short, and may put an end to the controversy. I have here a passage 
from the London Statist of January 25, 1902, on the position in India. 
I will read this: 

THE POSITION IN INDIA. 
[From the Statist, January 25, 1902.] 

The announcement is made this week that £500,000 in gold has been shipped from 
India to London in connection with the gold reserve, and it is stated that the money 
will be invested in government securities. Sight must, however, not be lost of the 
fact that a considerable amount of gold is now flowing from Australia into India, and 
that the gold that will be sent away may be immediately replaced by corresponding 
amounts which will arrive, that this gold will be tendered for silver rupees, and that 
as a result the quantity of silver held in the currency department may be somewhat 
rapidly reduced. Under these circumstances it is possible that the Indian govern- 
ment may find it advantageous not to invest the gold sent over, but to use it for the 
purchase of silver for replenishing the stock in the currency department, as silver 
coins are paid out in exchange for gold. 

EXTENSION OF TRADE DEMANDS INCREASED CURRENCY. 

So far as there being any pressure on the Indian treasury for gold 
redemption is concerned, they were compelled to coin large quantities 
of rupees in silver to meet the demand for currency. That, I believe, 
would be your experience in the Philippines; there would be a demand 
for more currency as trade extended, and the government would have 
to take this gold and buy silver, and gradually increase the issues, 
while maintaining all the time its fixed ratio of about 20 per cent in 
gold as a reserve against the outstanding coin. 

Senator Beveridge. They adopted the rupee because they found it 
there in use, and it had been in use from time immemorial. 
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Mr. Conant. I do not think you could say they adopted it. 
The Chairman. It was adopted in 1839. We know that India is still 
a sink for silver. 

Mr. Conant. But look at the difference in the magnitude of the 

Eroblem. In India they started with an unknown mass of silver and 
ad to take immense risks. 

RISKS IN PHILIPPINES SMALL. 

The risk in the Philippines is nothing like it. The government 
would put out only such amounts of the proposed coins as were needed 
and would arrest the issue as soon as there was any sign of redundancy. 

INDIA AND PHILIPPINES COMPARED. 

The Chairman. Do you think the situation in the Philippines is at 
all comparable with the situation in India? 
•Mr. Conant. As respecting what? 

The Chairman. As respects production. 

M r . Conant. No. But unless } T ou willfully and deliberately exceeded 
the requirements for currency you would not have it come back for 
redemption. They would not put out 40,000,000 pesos at once; they 
would put out first 10,000,000 and then 15,000,000, and so on, prob- 
ablv even smaller amounts. 

USE OF THE BOMBAY DOLLAR. 

Senator Beveridge. In addition to those rupees which, if you object 
to the word "adopted," the British Government assumed, they are coin- 
ing the Bombay dollar? 

Mr. Conant. That is not used in India largely. 

Senator Beveridge. But they are coining it in the mints in Bom- 
bay. Now, why are they coining that Bombay dollar? 

Mr. Conant. They use it in Hongkong in competition with the Mex- 
ican dollar, do they not? 

Senator Beveridge. I was under the impression that they did it for 
use through China, and an increasing use throughout China. Is that 
your impression ? 

Mr. Conant. I think that is a part of their purpose. 

Senator Beveridge. And that in order to stimulate British trade in 
China. Is that your understanding? 

Mr. Conant. I presume that is the case; I do not remember of hear- 
ing that stated specifically while in the East, but ^ presume that is the 
nitural inference. 

Senator Beveridge. They do that because China is not familiar 
with the rupee, as India was, and they were familiar with the dollar, 
to wit, the Mexican dollar, which the British Government thought 
they could improve upon and get their British dollar introduced 
instead of the Mexican dollar. That is the case, too, is it not? In 
other words, they adopted that because the great silver-using country 
of China was accustomed to that and not to the rupee. 

Mr. Conant. Yes, it was accustomed to the Mexican dollar, cer- 
tainly, and not to the rupee. 
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MONEY OF CEYLON AND INDIA. 

Senator Beveridge. So that in doing that the Briti&h Government 
observed the law of custom in the use of coinage, did they not ? 

Now, then, another point and I will bring it home. The British 
Government in Ceylon found the rupee and they attempted to intro 
duce directh 7 British coinage. 

Mr. Conant. Gold? 

Senator Beveridge. Yes; did they not? 

Mr. Conant. I am not familiar with the facts. 

Senator Beveridge. And they abandoned that because they found 
that Ceylon being so close to India was controlled in its money uses by 
the money used in India. In other words the smaller country in con- 
trast with the other country is absolutely controlled in its financial 
and commercial arrangements by this larger mass of human beings 
who are using a special kind of money, and it is beyond the power of 
even a power like Great Britain to establish successfully any other 
coinage there, and so they use the rupee in Ceylon to-day, 3o they not? 

Mr. Conant. I am not familiar with that. 

Senator Beveridge. That is the fact, and the Philippine Islands. 
being contiguous to the great silver-using country of China and the 
Straits Settlements would necessarily obey the same law that Ceylon 
obeyed; and if England found it not only inexpedient but impossible 
to maintain her special coinage in Ceylon would it not be at least 
inconvenient to maintain our special coinage in the Philippines unless 
we were segregated from commercial operations with the neighboring 
silver-using countries of China and the Straits Settlements? 

Mr. Conant. We would, perhaps, to a certain extent 

GENERAL RESULTS IN THE WAY OF A UNIVERSAL DOLLAR FOR THE 

ORIENT. 

Senator Beveridge. I will put that in another form. If we could 
put out a dollar which would be used in the neighboring countries — 
in China and in the Strait Settlements — which would also circulate 
freely in the Philippine Islands, would not that be a manifest advan- 
tage to the Philippine Islands, to their trade with the rest of the Orient, 
and to our trade with that whole great trade area? 

Mr. Conant. It would be a very great advantage to the British 
commission houses, which now control absolutely in Manila all the 
trade through Hongkong. 

Senator Lodge. Why would it be an advantage to them ? 

Mr. Conant. Because they now control the trade in Manila. 

Senator Lodge. Is that because there are no American houses? 
Why would not American houses get the same benefits. 

BRITISH HAVE ALMOST COMPLETE TRADE MONOPOLY IN THE EAST. 

Mr. Conant. Because I do not think our exporting merchants are so 
familiar with the laws of exchange, and the men who do business in 
Hongkong are largely independent there; that is, they are not the 
mere agents, in many cases, of English houses who have to make their 
imports in gold, but, doing business in Hongkong, they can buy their 
goods in Europe and sell them in Manila at a price that will protect 
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them. In fact, the British houses have almost a complete monopoly 
of the business in Manila to protect them against any such hypothesis *» 
as suggested by Senator Beveridge when he was talking of the fall in 
silver. 

Senator Beverjdge. Suppose it were probable that there should 
come to be as many American merchants in Shanghai and Hongkong 
and other Chinese ports as there are British merchants, and the same 
thing were true in the Philippine Islands. Then, of course, the 
American merchants would benefit. 

Mr. Conant. I do not think you will encourage any of them to 
undertake it by tying up the Philippines on a silver standard. 

STANDARD IN THE PHILIPPINES. 

Senator Beveridge. What is it now? 

Mr. Conant. Silver. 

Senator Beveridge. And you propose to change it? 

Mr. Conant. But not in such a way as to change radically the value 
of the money in use. 

Senator Beveridge. But you assume it would segregate it from 
India? 

Mr. Conant. No. 

Senator Beveridge. That was your answer to n^ question. 

Mr. Conant. No, sir; from silver-using countries. 

Senator Beveridge. You do not understand that China is a silver- 
using country ? 

Mr. Conant. Yes; but there are other countries where gold is the 
standard. 

Senator Beveridge. It would segregate it. 

Mr. Conant. Segregate is a stronger word than I would use. No 
fluctuation in exchange 

Senator Beveridge. Well, would it influence it adversely? 

Mr. Conant. Possibly. 

REASONS FOR ENGLAND PUTTING INDIA ON A GOLD BASIS. 

Senator Lodge. If the use of silver keeps the trade in British hands, 
why did England put India on the gold standard ? 

Mr. Conant. Because the direct trade was very great, and every 
public servant, every Englishman there, was affected by the fluctuation 
of exchange; but I think you will find that the relations in Hongkong 
are less close with England. 

EFECT OF GOLD STANDARD ON PHILIPPINES. 

In respect to putting the Philippines on the gold standard, you not 
only link their commerce in that way with the United States and pro- 
duce the opposite effect of segregation, but you link the commerce of 
the Philippines with Siberia, with Japan, with Australia, our great 
English neighbor on the south, and with British India, and you make 
it more advantageous with all gold-standard countries. In a sense 
you benefit all European exporters. So far as they send goods directly 
to the Philippines they would profit to some extent by the adoption 
of the gold standard in the manner proposed bj T the Commission; but 
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the Americans would be benefited more, because the unit of Philip- 
pine coinage would be so readily convertible into American currency. 

Senator Beveridge. But you do not understand as a practical mat- 
ter that the merchants have any difficulty in their exchange values 
with silver-using countries. It is simply a matter of figures. 

Mr. Conant. rfo; it is a matter of expense. 

Senator Beveridge. How much expense? 

Mr. Con ant. It varies with the fluctuation of silver. That is the 
difficulty. 

Senator Beveridge. You mean it varies in one deal ? That is to say. 
a man orders from China a certain thing, and there is a consignment 
in six months, three months, or whatever you like. Do you mean that 
its expense consists in the fluctuation in silver in that three months? 

BANKS LOOK AFTER THE MATTER OF EXCHANGE. 

Mr. Conant. I mean the bank protects itself in the matter of exchange 
at all times by charging enough to cover the fluctuations. 

Senator Beveridge. As a matter of fact, that thing is settled abso- 
lutely on an agreed price of exchange, and subsequent fluctuations have 
nothing to do with it. You understand that to be the case, do you 
not? 

Mr. Conant. It mav be the case. . 

Senator Beveridge. Did you have any talk with Mr. Ball, the head 
of the American Trading Company at Shanghai? 

Mr. Conant. No; 1 did not go there. 

Senator Beveridge. Did you have any talk with the representative 
of the Standard Oil Company at Yokohama? 

Mr. Conant. No. 

BANKING SYSTEM RECOMMENDATIONS. 

Senator Dubois. What have you to say about the banking system — 
what kind of a banking system should we have over there? 

Mr. Conant. I have recommended that they have considerable free- 
dom, because they will have great need for paper currency, and they 
also need some encouragement to American banks to enter business 
there. 

Senator Dubois. Would you have a number of banks or only one 
bank? 

Mr. Conant. The recommendation I made in my report was that 
any national bank, provided it had a capital of $500,000 or more, should 
be allowed to do business there. There are some strong theoretical 
arguments for one monoply bank, but I do not believe Congress would 
sanction that proposition. 

Senator Beveridge. Suppose we had a bank with twice the capital 
stock— that is to say, $20,000,000 — of the Hongkong and Shanghai 
Banking Corporation, which has a capital of $10,000,000, 1 understand ? 

Mr. Conant. Ten million silver, is it not? Perhaps their reserves 
bring it up to $10,000,000 gold. 

Senator Beveridge. Well, let us say four times that, then. With 
headquarters there or Hongkong, or any place else, with branches at 
every town of importance in the Philippines where banking business 
is practicable, ana with branches throughout the Orient, what would 
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be the effect of such an insular institution as that on the commercial 
operations in the Philippines and throughout the East, as compared 
with small banks of a half million dollars or a million dollars capital, 
is proposed by you ? 

BENEFITS FROM A LARGE BANK AT MANILA. 

Mr. Conant. I think a large bank, if well established and prudentty 
conducted, would be very beneficial to trade in the East. 

Senator Beveridge. You think it would be better than a system of 
small banks? 

Mr. Conant. 1 would not like to say, without reflection, whether I 
should favor an absolute monopoly in banking. 

Senator Dubois. What Senator Beveridge means, I think, is this — 
and I am anxious to know your view in regard to it — Could we estab- 
lish a large bank at Manila which would compete with this Hongkong 
and Shanghai Bank, which has its headquarters at Hongkong, we 
establishing one big bank at Manila, with branches throughout Asia 
as well as throughout the Philippines X 

Mr. Conant. iou ask whether that wpuld be desirable? 

Senator Dubois. Yes. 

Mr. Conant. Yes; and I think it would be very beneficial to Ameri- 
can interests. 

Senator Beveridge. If such a bank as that were established, would 
it be better for those interests and for us to have a dollar that would 
circulate in China and the Strait Settlements and the Philippines alike, 
or to have a Filipino peso which would be contracted in use to the 
Philippine Islands? 

Mr. Conant. I do not think it would make any particular difference 
in that respect. If you have a Philippine peso you must remember 
that transactions with gold countries would be conducted in American 
gold. 

SERIOUS MATTER TO CHANGE MONETARY STANDARD OF A COUNTRY. 

Senator Lodge. It is a pretty serious thing to change the standard 
of a country. Do you think the gain would be sufficient to justify the 
inconvenience, and so on ? 

Mr. Conant. Changing it the way I propose, I think it would. You 
must remember I stabilize the existing conditions, just as was done in 
Russia, and as was done in Austria-Hungary 

Senator Lodge. What do you call Austria-Hungary 

Mr. Conant. She is nominally on a gold basis. 

Senator Lodge. There is no gold in circulation. 

Mr. Conant. No; that is true. When she tried to adopt the gold 
standard she tried to stabilize the currency 7 as it was. 

The Chairman. You say that your scheme is a limited one? 

Mr. Conant. Yes. 

SUBSIDIARY COINS NECESSARY. 

The Chairman. I agree with that. Do you not believe that it would 
be better for us to await any action as respects a change of standard 
until we have prepared the situation there, first, by supplying those 
people with small money — with dimes, 5-cent pieces, and cent pieces, 
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20-cent pieces, and 50-cent pieces — and leave the question of a change 
of standard until such time as we see that the whole scheme is ready 
for launching i 

Mr. Conant. The issue of subsidiary coin would be very beneficial 
in a way 

The Chairman. But is it not an important thing i 

Mr. Conant (continuing). But I do not agree that it would be desir- 
able to postpone action in regard to the standard. 

SUGGESTED POSTPONEMENT OF ACTION ON CURRENCY QUE8TION. 

The Chairman. Suppose we did postpone action in regard to the 
standard. Your opinion, of course, is expressed in your report, that 
we ought to do that now; but suppose we do not believe it is wise to 
change the standard, considering the question in many ways as respects 
the people and the prejudices they might have, and we find these 
prejudices all oyer the East, to substitute one standard for another or 
one kind of money for another. Now, assuming that we postpone 
that, what harm is there, let me ask you, in coining subsidiary coins — 
not American coins, but Filipino subsidiary coins — so that those peo- 
ple may be supplied with them; and, secondly, what objection is there 
to our throwing into the Philippine Islands a Filipino dollar, one of 
their own dollars, which shall be equal in intrinsic value to the Mexi- 
can dollar, and more beautiful in its mechanical execution ( Do yon 
tbink they would take that dollar, for instance, if we did it? 

Mr. Cosaxt. Yes; they would take that dollar. 

The Chairman. What impediment does that put into the problem of 
the later establishment of the gold standard if we want to establish it ( 

Mr. Conant. I do not know that it would put any serious impedi- 
ment, except that if you had free coinage there would be a great 
quantity of these coins you would haye to take care of. 

The Chairman. Why? 

Mr. Conant. Because you haye to maintain the standard. 

The Chairman. No; I am speaking of free coinage. I am speaking 
of substituting for the time being — leaying their standard of money 

Sat as it is — of substituting for the time being coins of the Philippine 
lands which they will understand. 

I suppose even the most ignorant of them know that they live in 
the Philippine Islands, and if they had a coin of their own would it 
not be rather better for them than to have this Mexican coin: and then, 
if it turned out in the course of a year or two, after experimentation 
as respects their products, their development, and their prejudices, 
thafrthey are ready for the gold standard, that we could adopt it with- 
out harm? 

PARITY. 

Mr. Conant. The answer I make to that is that if you open the 
mints to free coinage of these dollars, and the coinage is large, and 
you then undertake to establish a gold standard you are bound to 
raise these coins to parity, whatever parity you agree upon. 

The Chairman. Tsot any more so than we are bound to do it now. 

Mr. Conant. Because you would have to recognize the silver coins 
in some way if they were issued by the Philippine government and 
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made legal tender for debts. You could not cast them adrift to the 
same extent as you might the Mexican. 

Senator Beveridge. Thev would go on theii 4 own standard. 

Mr. Conant. It seems to me that there would be a moral obligation 
to give them a fixed gold parity, and if you did not do that, 1 think 
that would be an immoral proposition. 

The Chairman. I do not see how. 

Senator Beveridge. Suppose $100,000,000 of this coinage were 
issued and we found that $50,000,000 were absorbed in China, and 
afterwards we found it necessary to establish^ the gold standard there. 
Now, would you say that it would be immoral for us not to redeem 
those dollars that went into China, and yet if we did redeem the dol- 
lars that were in the Philippines, of course all those dollars in China 
would come back to be redeemed ? 

Mr. Conant. That is to say, when we give out a dollar of a bullion 
value 

Senator Beveridge. And it is taken for that. No fraud is practiced 
on anybody. What moral obligation are we under to add 50 cents or 
60 cents to their value? 

Mr. Conant. I do not mean you have to raise them to par at 16 to 1. 
You could adopt a par that wou4d be somewhere near their bullion 
value. 

Senator Beveridge. But if we are under no moral obligation to 
raise them to par we are not under a moral obligation to raise them to 
anything. They have got them and they can bring them back and we 
will give them their gold value in bullion. 

Mr. Conant. You understand I am not talking about the Federal 
Treasury, but iabout the Philippine treasury. I do not mean techni- 
cally or legally it would be immoral, or illegal, but I do not think it . 
would be understood. In other words, if you put out a great quantity 
of Filipino dollars and subsequently establish the gold standard, to 
expatriate and exclude 

Senator Lodge. We would not do that; they would still be legal 
tender. 

Mr. Conant. For what would they be legal tender? 

Senator Lodge. Legal tender at their bullion value. 

IMPOSSIBLE TO HAVE TWO LEGAL TENDERS OF DIFFERENT VALUE8. 

Mr. Conant. If that scheme appeals to you, I will not undertake to 
argue it. It seems to me impossible to have two legal tenders of 
different values. 

Senator Beveridge. The question was what obstacle would that 
put in the way, and vour answer was that there would be a moral 
obligation to redeem that money in gold. 

OBSTACLES TO ESTABLISHING GOLD STANDARD. 

Mr. Conant. I am willing to answer, that if there is no attempt to 
restore them to parity there would be no obstacle except the ill-feel- 
ing which would result from the refusal to put them on the gold 
standard. I do not think the scheme would be understood. 

Senator Beveridge. What great obstacle would that afford to the 
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establishment of a gold standard hereafter than the present conditios 
of affairs to the establishment of a gold standard now ( 

Mr. Conant. In that you would issue a coin having the stamp «: 
the Filipino government upon it, whereas the Mexicans have not tb- 
stamp of the Filipino government, and we are not obliged to redeem 
them. 

Senator Lodge. They are legal tender in the Philippine Islands. 

Mr. Conant. That is true; and for that reason there should be dut 
deliberation in taking away their legal-tender quality. 

Senator Lodge. And \% is the only coin that is legal tender? 

Senator Beveridge. They are both on the bullion value. 

Mr. Conant. It is a question of opinion. 

Senator Beveridge. It is not a matter of opinion. Senator Alli^oo 
asked the question, and it is a very pertinent one. I do not know why 
that would afford any obstacle to the establishment of the gold standard 
any more than the present conditions do. 

Mr. Conant. If you do not raise the Filipino coins to some fixed 
value in gold when you seek to establish the gold standard there, you 
are going to have a great deal of difficulty, and it will seriously inter- 
fere with trade and commercial transactions. 

Senator Beveridge. Any more than the present? 

Mr. Conant. Yes. 

conditions under which gold standard might be established. 

Senator Dubois. Speaking of the condition that confronts us, it is a 
very difficult proposition, and I do not think there is a member of the 
committee who has a clear idea as to what the outcome is going- to be. 
We are going to develop that country and there is more or less con- 
fusion in regard to it. We are going to establish new conditions over 
there, and I am quite certain that none of us know what the outcome 
is going to be. Now, would it disturb things if we wait and see the 
effects of this bill that we now have up? 

The Chairman. That is the point. 

Senator Dubois. Would it add anv difficulty, and would it not re 
easier, on the other hand, after a while, if we are going to establish 
the gold standard at all, than to attempt to do it now 'I 

GOLD STANDARD WILL DEVELOP THE PHILIPPINES. 

Mr. Conant. No; because I think your gold standard is going to 
invite American capital there, and is going to help the islands. The 
people in Manila now do not want anything but the gold standard 

Senator Dubois. It is not Manila alone that we are to consider. It 
has been developed that there are large tracts of arable land. 

Mr. Conant. You have to have capital to develop it, and it will 
only go there freely under the gold standard. 

DELAY DETRIMENTAL. 

Senator Dubois. You think it would not be wise to defer, then? 

Mr. Conant. It would be very detrimental to the interests of the 
islands. On some grounds I would rather see American currency 
made legal tender than to see nothing done. In my opinion, you 
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ought to take the step at once of adopting the gold standard. It is 
not a very revolutionary step; it simply stabilizes the present condi- 
tions. The Philippine government tried to maintain the ratio of two 
for one, and while it has sagged away from that ratio and they have 
had to change it, which change they made in January, yet condi- 
tions are near enough to that so that the plan proposed is not of the 
nature of a serious change of values. A mere change in devices and 
a slight change in weig-ht is not going to impair the usefulness of 
the money. Therefore, the proposition of the Commission is not revo- 
lutionary. It was unanimously adopted by them after careful discus- 
sion of the outline which Judge Ide and I prepared. Judge Ide is 
the secretary' of finance. It was stated long before I wfent there that 
the difficulties caused bv the silver standard were extreme, that thev 
paralyzed business to a large extent, and that they hampered the 
introduction of American capital. 

AMERICAN CAPITAL DEMANDS THE GOLD STANDARD. 

I am willing to admit that the introduction of a quantity of Filipino 
coins, like Mexicans, would alleviate the situation in relation to the 
supply furnished, but it would not prevent fluctuation in gold values. 
That being the fact, you can not get American capital to go in there to 
any extent. You can not sell securities here whose interest is payable 
in silver or whose earnings depend on a doubtful return. 

Senator Beveridge. Is not American capital going into China as 
much as in Japan? 

Mr. Conant. I do not think very much 

Senator Beveridge. Even more than it is going into Japan ? 

Mr. Conant. There is a great deal more talk about its going to both 
places than it is really going. 

BOMBAY DOLLAR NOT REDEEMABLE. 

Senator Lodge. I can not make out that the British dollar is redeem- 
able in gold. 

Mr. Conant. Oh, no; the Bombay dollar is not redeemable. 
Senator Beveridge. No; but it goes. 

TRADE DOLLAR IN PHILIPPINES WOULD BENEFIT TRADE. 

Senator Lodge. What England is undertaking to do is to substitute 
for the Mexican dollar the British trade dollar in the East. She has 
done that for a purpose. The only purpose that we would have in 
substituting an American dollar for the Mexican dollar is with the idea 
that it will benefit our trade, just as the British dollar has benefited 
the British trade in silver-using countries. If later it appears well to 
put the gold standard into the Philippines, I do not see that that issue 
of that dollar affects it any more than it affects England's gold 
standard. 

Mr. Conant. The difference is this: When you go to the Philip- 
pine Islands to establish the gold standard, if you do it subsequent to 
issuing this dollar, you introduce it in a country where this dollar cir- 
culates, and that is a very different proposition from England main- 
taining the gold standard in Great Britain and maintaining the silver 
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dollar in the Straits Settlements. You would have vour own fluctuating 
silver dollar to take care of in establishing the gold standard. 

Senator Beveridge. Why should she declare it anything 1 except 
what it is? Why should she redeem it for twice the value sne put it 
out for? 

Senator Lodge. It circulates at bullion value. 

Mr. Conant. You have to fix a par; it would not do to have it one 
thing one day and another thing another day. If England adopts the 
gold standard in the Straits Settlements or Hongkong 1 assume that 
the British Government would make that British dollar redeemable 
thereafter at a fixed parity in gold. 

Senator Beveridge. The one already out? 

Mr. Conant. Yes. 

CONFUSION WOULD RESULT IF NO FIXED VALUE ESTABLISHED FOR TRADE 

DOLLAR. 

Senator Beveridge. Whv ? 

Mr. Conant. Because it would be necessary, to prevent confusion in 
her currency, to give it some fixed relationship; to exchange it at 
perhaps 45 cents gold. 

Senator Beveridge. Why 45 cents ? 

Mr. Conant. Because that would be somewhere near its bullion 
value; but it would have to be fixed at that. You would not say this 
coin is going to float at its bullion value, because if it is legal tender 
for anything don't you see the infinite confusion that would result if 
its value was not fixed? 

The Chairman. Its value might be its bullion value on the day of 
its redemption? 

Senator Beveridge. Certainly. 

Mr. Conant. But the coinage out might be excessive. When you 
say redeemable in bullion value, if you could maintain that with pre- 
cision it would be all right, but if you fix your exchange at 45, or any 
other given rate 

Senator Lodge. Why fix it? Why not redeem it at bullion value 
when presented? 

Mr. Conant. But this is the point. You would have to coin them 
up; you could not maintain them as legal tender. If you redeemed 
them at their bullion value each day you could not keep them in cus- 
tomary use without giving them a fixed gold value. You could with- 
draw it and remint it, but that would be an expensive process. 

Thereupon, at 6 o'clock, the committee adjourned until to-morrow, 
Tuesday, March 25, at 3 o'clock p. m. 



Tuesday, March 25, 1902. 

The subcommittee met at 3 o'clock p. m. 

Present: Senators Allison (chairman), Beveridge, and Lodge. 

STATEMENT OP ME. CHARLES A. CONANT— Continued. 

The Chairman. You may proceed consecutively in what you were 
saying when W3 adjourned yesterday afternoon. 
Mr. Conant. If the committee do not object, I would like to make a 
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short general statement regarding some of the points that were raised 
yesterday and regarding the working of my plans. 

The Chairman. Very well; we will be glad to hear you. 

Mr. Conant. There were some statements which I did not have an 
opportunity of making yesterday which I would like to make, and if I 
say anything you do not concur in I beg that you will wait until I am 
through; because, while I am perfectly willing to answer any questions, 
where it leads to a long discussion it might tend to disturb the conti- 
nuity of the statement I wish to make. 

The Chairman. Very well; go ahead. 

AMERICAN GOLD CURRENCY AND SILVER STANDARD UNDER PROPOSED 

PLAN. 

Mr. Conant. I believe that the plan recommended by the Commisr 
sion and discussed in my report embodies the benefits of both the other 
projects, both the actual introduction of American gold currency as 
sole legal tender and the continuance of the silver standard. I believe 
that it is entirely conservative; that it involves no risk; that it does 
not disturb existing values or the existing customs and habits of the 
people. 

There are good arguments, of course, in favor of continuing the sil- 
ver standard, and they have been presented to you with much force 
by others who have appeared here. There are some arguments, too, 
in favor of making American currency the sole legal tender of the 
islands. I do not wish to minimize the force of those arguments for 
either of these projects, but I believe that if you can get the benefits 
of both systems that you will achieve the best results, and I believe . 
you can do it with the plan I have recommended. 

You do not change the customs of the people in respect to the coins 
they use. You change the devices slightly, but the people have sub- 
mitted to that on a number of occasions without disturbance. The 
new American dollar, whether it was issued at gold parity, as pro-, 
posed by the Commission, or issued as a free-coinage dollar, would 
undoubtedly make its way promptly enough among the people. 

LITTLE FRICTION AMONG THE PEOPLE BY PROPOSED PLAN. 

At first it might cause a little friction, but no more so than when 
the Spanish-Filipino dollar was coined by Spain and introduced into 
circulation in 1897. Therefore the contention or suggestion that we 
are making a revolutionary change of standard I do not think is 
entitled to any serious consideration. 

CHANGE OF STANDARD STABLEIZES CONDITIONS. 

The only change of standard is the stableizing of the conditions 
which exist. It arrests all fluctuations in the gold value of the coin, 
but it does not adopt a value arbitrarily different from its present and 
current value. 

EFFORTS OF PHILIPPINE COMMISSION TO MAINTAIN A PARITY. 

The Commission, as I explained yesterday, sought for more than 
two years to maintain the value of the join at 50 cents gold, and on 
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the whole they succeeded remarkably well, in view of the lack of any 
means of doing it except a mere decree that it should be so. They 
have now modified the ratio slightly, but there will be no serious dis- 
turbance to existing values in stableizing the proposed silver coin at 
50 cents gold. 

STEPS TO EXPEL MEXICAN DOLLAR. 

In the meantime, in getting ready for that, they would be justified 
in taking steps to expel the Mexican dollars by gradually reducing 
their legal-tender value in gold to correspond to their bullion value. 
As that went on, if they found it necessary to reduce their gold legal- 
tender value to 43 cents, the tendency would be to drive them to Hpng- 
kong or to some point where they had an equal or greater exchange 
value and where they were not threatened with the entire withdrawal 
of the legal-tender quality within a short time. 

If necessary to secure their withdrawal, the Commission could pro- 
Claim a rate of exchange, that is, a gold value for the Mexicans the 
merest fraction under the Hongkong rate. That being their legal- 
tender exchange value in Manila, it would not be profitable for a debtor 
to tender them, and the banks would be compelled to export them and 
employ the new coins. 

FREE COINAGE WOULD NOT EXPEL MEXICANS 80 READILY. 

That would be equal h r true whether the new coins were maintained 
at a gold paritj T or not, except that in case you had free coinage the 
proposition would be not to expel the Mexicans quite so promptly, 1 
believe, perhaps, but to allow the new coins to circulate side by side 
with the old. 

A great many points were raised yesterday which were well founded 
in a waj r , but which, I think, were perhaps not considered in their true 
perspective. It is not possible in a monetary discussion, or in many 
other discussions of economic subjects, to fasten attention upon a 
single fact and treat that as the sole fact or influence governing the 
matter. 

QUANTITATIVE THEORY OF MONEY. 

Take the quantitative theory of money. It is a very important 
law governing money. I think it is a law which does have some influ- 
ence, but it has been distorted in many quarters into the only law, when, 
in fact, 15 or 20 other laws, perhaps, come into operation and in many 
cases simply reverse the effect of the quantitative law of money. It 
is necessary, therefore, in considering the facility of maintaining a 
gold reserve, the possible fluctuations in the value of the coins, and all 
those influences wnich operate in determining the practicability of a 
plan, to look at things in their true perspective, not to single out a single 
point and say that if silver declines to 5 cents it will be impossible 
to maintain parity, or if one-half of your coins are presented for 
redemption at once that you can not redeem them. Of course you can 
not; everyone understands that. 

EASY TASK TO MAINTAIN A PARITY. 

But the fact is that a prudent minister of finance, in 1113' opinion, 
would have no difficulty in maintaining the actual parity of the coins 
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pvoposed in the plan of the Commission at all times without serious 
expense to the Philippine government. The gold set aside originally 
would, in my opinion, probably be sufficient at all times. If it were 
not sufficient and the necessity for taking some further steps arose, 
there are numerous steps that could be token without subjecting the 
Philippine treasury to any permanent debt or any considerable 
expense. 

When 1 stated yesterday that I would like to have no easier task 
than that of maintaining the parity of those coins out there, providing 
the quantity were limited as proposed in accordance with the needs of 
business, it was suggested that of course the whole power of the 
United States could be invoked, but that the United States did not care 
to assume such a burden. But it would be no burden to the United 
States. If I were finance minister in Manila and I found that the 
demand for gold was more than the existing supply would stand, I 
could cable to the Treasury of the United States, "Please loan me 
£2,000,000 gold." 

Now, the implication that that would be a gift to the Philippine 
treasury and that the United States would never recover it back, I 
think is not well founded. The loan would be employed for the sale 
of gold exchange by the Philippine treasury to meet a temporary 
emergency, and when that emergency was passed and the gold again 
became available the Philippine treasury would simply repaj r the debt. 
Whether it repaid it in physical gold would be wholly immaterial, 
because the Philippine government would have plenty of resources in 
the Philippinesand in the United States. They would simply — having 
borrowed $2,000,000 temporarily and sold bills against it, which, by 
the way, would probably never be presented for physical gold at the 
treasury, but simply settled through the New York Clearing House 
and the subtreasury — they would simply repay the debt when the time 
was propitious. 

NO BONDED DEBT CREATED. 

And, by so doing, no bonded debt would be created; temporary cer 
tificates even would not be issued under that condition. If the United 
States Treasury saw fit to impose a charge of one quarter of 1 per 
cent, or interest at 5 per cent or 6 per cent per annum for the time 
the money was used, it would be proper, and that trifling charge would 
fall upon the Filipino treasury. 

BORROWING BETWEEN LARGE BANKS IN PANICS. 

Those transactions are constantly carried on between countries. 
You remember how in the panics of 1857 and 1866 and 1890, the Bank 
of England borrowed large amounts of gold from the Bank of France, 
or the Bank of France borrowed from the Bank of England, as the 
case might be. You remember in one case how the Russian Govern- 
ment loaned money to the Bank of France. It was simply a temporary 
banking trasnaction, and meant no permanent burden on either party 
except interest and the cost of exchange charges. 

NO DIFFICULTY IN MAINTAINING A CONSTANT GOLD PARITY. 

And therefore I say that there would be not the slightest difficulty, 
with the exercise of ordinary prudence, in maintaining a constant gold 
parity. 
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BANK OF JAVA MAINTAINS GOLD PARITY BY SELLING EXCHANGE. 

You are familiar with the case of Java. Practically no gold is held 
in the Bank of Java. They maintain gold parity by selling exchange. 
If tBe currency is excessive, the people come to the bank and buy 
exchange in oraer to transfer their capital from Java to Holland. 

SAME COURSE MIGHT BE PURSUED IN THE PHILIPPINES. 

That course would properly be pursued in the Philippines. I think 
ordinarily it would be performed by the banks, but if the occasion 
demanded the intervention of the Treasurv the finance minister would 
sell gold bills of the United States, probably having a fund already in 
the custodv of the United States Treasurv or in the custodv of some 
of the bank* which had been made for the purposes of ordinary busi- 
ness their fiscal agents, or they would borrow gold temporarily. 

NO DIFFICULTY IN JAVA IN MAINTAINING PARITY. 

There never has been any difficulty in Java, notwithstanding their 
silver coins are coined at the ratio of 15£ to 1. I think, and therefore 
are far below their face value. They maintain the gold standard in 
Java by the simple operation of selling exchange, ana therefore keep- 
ing the volume of currency adjusted to the demands of business. And 
that will be the problem here — the volume of the coinage must be 
adjusted to the needs of the islands. 

A "MANAGED CURRENCY." 

The working of the plan I propose, while it is in some sense a 
managed currency, as the English sav, and does require the exercise 
of judgment on the part of the minister of finance, yet is in a sense 
also automatic. When you have once gotten a sufficient currency 
(assuming, for instance, a static condition as to volume), you will then 
have a purely automatic action as between the supply in circulation 
and your gold reserve. 

AUTOMATIC WORKING OF SYSTEM. 

Assume, for illustration, that there are 50,000,000 pesos in silver in 
circulation; that trade slackens and that the quantity is then excessive. 
What then happens is that capitalists or money lenders in Manila 
decide that they can lend that mone}' more profitably in Hongkong 
and elsewhere. They thereupon present silver pesos for gold redemp- 
tion. There is a run upon your gold reserve to that extent, but there 
is no reason for assuming that it is going to an extreme extent or that 
the country is to be denuded of currenc} T in order to present it to the 
treasury for gold. 

There is no profit in the transaction for domestic purposes. Your 
Philippine peso represents 50 cents worth of gold in domestic exchanges, 
and 50 cents in gold is what you get presenting it at the treasury, and 
you then have to pay the cost of exportation. 

If the Government sold bills in preference to delivering gold, they 
would charge just about the cost of transportation, and perhaps a pre- 
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mium on that. . They would pursue what seemed to be the wisest course, 
whether thev needed the gold in Manila or whether thev were willing 
to sell credits on their deposits in the United States or elsewhere. 
The inevitable result, of course, of such a condition would be that the 
outstanding volume of pesos would be contracted. None would in the 
meantime be coined, because a prudent minister would not coin in the 
face of a large demand for gold. 

The result of the presentation of any considerable amount of them for 
gold redemption would be to contract the domestic circulation. If, 
after a time, we reached a point where circulation was no more than 
sufficient, obviously the presentation of pesos for gold would stop. 
Suppose trade began to revive and there was a demand for more 
rnoney. The only way of obtaining it would be by presenting gold to 
the treasury for silver. 

GOLD FROM INDIA SEEKS INVESTMENT IN ENGLAND. 

That is what is going on in India. That is what has flooded them 
with gold to the extent that they are sending it to London to invest 
in securities instead of keeping it in physical gold either in London or 
India. 

AUTOMATIC SYSTEM. 

And the people who would have to find that gold would not be the 
Government. The Government would say, "We have plenty of sil- 
ver; we are ready to deliver it for gold and afford the country a suffi- 
cient currency." It would be the duty of the banks, and the duty 
forced upon them by the demands of their customers, to import gold, 
present it to the treasury, and withdraw the silver for current use. 
Your gold reserve would act as an automatic governor of the supply 
of currency and, if it were sufficient, while it might be drawn down 
at times and silver would take its place in the reserve, at other times 
when the demand was greater, gold would be presented to the treasury 
for silver. 

And what would be the test of the quantity of currency needed in 
the country? Merely the demand for silver. If it came about that 
the banks imported gold and presented it to the treasury for silver 
until there was nothing but gold in the treasury, and still it was pre- 
sented for silver, then your minister of finance would be justified in 
buying some silver and coining additional pesos. He would make 
those purchases in small amounts, as might be demanded, and if he 
acted with prudence he would never imperil his gold reserve. 

PROPOSITION OF COMMISSION NOT ONE OF A DEBASED CURRENCY. 

Now, I am sorry that Senator Lodge is not here, because I wanted 
him to hear what I have to say in regard to the suggestion that this 
proposition was the proposal of a debased currency. There is nothing 
in common between the proposition of the Commission and the propo- 
sition of a debased currencv. 

TOKEN CURRENCY. 

This currency proposed in the plan of the Commission is avowedly 
a token currency. It does not purport to give full blulion value in 
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the coins of their gold exchange value; but certainly no Senator would 
contend that a bank credit is a debased currency; that because his 
bank does not hold day after day against its deposits enough money to 
pay all deposits, but simply holds what custom has shown to be neces- 
sarv to maintain parity, that is — to maintain its ability to repay its 
depositors on demand — that that bank is conducting a dishonest or 
imprudent business. We have gotten beyond that in currency and in 
banking. 

HOW PARITY MAINTAINED. 

The Philippine treasury or any bank undertaking to maintain the 
parity of currency, does so by keeping a reserve in cash which time 
and experience and the history of banking throughout the world has 
shown to be requisite for the purpose. 

That view of it, perhaps, will explain why I was not willing to 
answer categorically in the affirmative the suggestion that when there 
was a fall in the value of silver it would necessarily follow that the gold 
reserve should be increased. 

LARGE FALL IN PRICE OF SILVER WOULD NECESSITATE RAISING OF THE 

RESERVE. 

Of course a large fall would make it prudent to raise the reserve, 
but the coins would be in constant demand in the channels of trade 
and a fall in the bullion value of silver would not provoke any run 
upon the gold reserve. There would be the same demand for the 
same number of coins in current exchange, and nothing but serious 
impairment of confidence could result in any unusual demand for gold. 
The demands for currency would be the same so long as confidence was 
not impaired. Say that silver w T ent down 1 point or 5 points; of 
course, if it went down abnormally, it would be necessary to increase 
the reserve in order to maintain confidence. But see what the expe- 
rience has been in the United States. 

TROUBLE WITH SILVER CURRENCY IN UNITED STATES CAUSED BY PUR- 
CHASE OF MORE SILVER THAN DEMANDS OF TRADE WARRANTED. 

We have seen the standard silver dollar worth at one time the full 
dollar, and we have seen it decline until to-day it is only worth about 
42 cents. And if we had set aside the profits of the coinage from the 
beginning and had limited the quantity — in other words, if the Secre- 
tary of the Treasury had been authorized to purchase and coin dollars 
only in numbers necessary for the needs of trade, and not forced to 

Eurchase an amount exceeding the demands of trade, we never would 
ave had any serious trouble with our silver currency. 

SILVER SHOULD HAVE BEEN TREATED AS A TOKEN CURRENCY. 

If we had treated it as a token currency, sustained by the gold 
reserve, we never would have had any trouble with it except by the 
excess of the quantity. I do not mean to say I would advocate that 
policy in this country. But I mean to say if tne difference in exchange 
value and bullion value had always been set aside as a trust fund, and 
not covered into the Treasury to be expended, we would have had 
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to-day probably about $100,000,000 of gold reserve to protect the sil- 
ver, and with the further safeguard that the coinage should have been 
limited to the amount required in the channels of trade we should have 
witnessed no serious impairment of confidence. 

NO TROUBLE UNDER BLAND ACT. 

Xhere was no serious trouble with the coinage under the Bland Act 
up to 1885, I think, when the supply became excessive, and that was 
partly relieved by turning it into small silver certificates. They 
found circulation and the evil was again postponed. 

EVILS OF ACT OF 1890. 

Then came the act of 1890, which pumped into circulation twice or 
more the quantity of silver which had been purchased under the Bland 
Act, and that made the quantit} r of silver so excessive that the whole 
volume of our currency became redundant and the excess began to go 
abroad in the form of gold. 

PEOPLE WANTED CURRENCY. 

But even then, without any gold reserve against silver, the mere fact 
that that silver waft receivable for public dues kept it at par, and even 
people buying currency at a premium in New York would take silver 
certificates just as quickly as gold certificates. All they,wanted was 
currency, the tool of exchange. They were willing to take any cur- 
rency of the United States in spite of the fact that distrust prevailed 
as to our future standard, because that silver was receivable at par for 
public dues. Of course that great safeguard will exist in the Philip- 
pines. 

UNDER PLAN OF COMMISSION SILVER WILL RETAIN ITS PARITY. 

Whatever may be the bullion price of silver, all the silver coins 
issued under the plan of the Commission will always be receivable at 
50 cents for public dues. That alone almost will almost suffice to 
maintain the parity, but I believe the further safeguard should be pro- 
vided that there should be a gold reserve and that the Philippine gov- 
ernment should be empowered to take extraordinary measures if they 
are needed. 

BY BILL EXTRAORDINARY MEASURES PROVIDED FOR IF NECESSARY. 

Now, in embodying in the plan four or five extraordinary measures 
I have not the slightest idea that they will ever need to be availed of. 
They are put in the bill in order that the public may know that the 
Philippine government is armed with every power with which it could 
be armed to protect the parity and the sanctity of its coins. 

Those provisions in the bill introduced by Senator Lodge on that 
subject are substantially the provisions of the gold-standard act of 
1900, and they are calculated to make it less expensive to obtain gold 
in case of emergency than under the old laws, which provided for the 
issue of long-time bonds. 
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TEMPORARY CERTIFICATES BETTER THAN LONG-TIME BONDS. 
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The issuing of temporary certificates is a great improvement over 
the issue of long-time bonds, because they can be taken up as soon a> 
the emergency is over; but even that resource I do not think need 
often be employed. 

Those powers are put there simply to strengthen the confidence of 
the public that the government has every means of maintaining the 
parity of the silver coins, not only ha* the authority, but has every 
power of doing it at the smallest possible expense to the Philippine 
treasury. 

GOLD AND SILVER STANDARDS DISCUSSED. 

Now, in regard to the merits of the different propositions, whether 
the country ought to be on the gold standard according to the plan of 
the Commission or on the silver standard in any form. As I have 
stated, there are arguments in favor of the silver standard which are 
very persuasive, and it is true that business with Hongkong would 
possibly be promoted by the continuance of the silver standard. I am 
going to present some figures in a moment, though, which rather sur- 
prised me, and which I think throw some doubt upon the value of 
continuing the silver standard in order to promote trade with silver- 
using countries. Perhaps I may as well give those now. 

MONTHLY SUMMARY OF COMMERCE OF THE PHILIPPINES. 

I have here the monthly summary of commerce of the Philippine 
Islands for August, 1901, prepared by the Division of Insular Affairs 
of the War Department, which gives the imports and exports of the 
Philippine Islands for eight months ending with August, and for the 
last three years. 1 will use, however, only the figures for the eight 
months ending with August, 1901. 

I have not had time to foot these figures up with precision, but, 
roughly, they reveal this fact: 

IMPORTS. 

That the imports into the Philippine Islands from gold-standard 
countries for eight months were nearly $14,000,000. The imports 
from silver countries were less than $6,000,000. That would indicate 
that there was not any preponderance in the volume of imports in 
favor of the silver countries sending goods to the Philippine Islands. 

COUNTRIES FROM WHICH IMPORTS WERE RECEIVED. 

t 

The imports into the islands from gold countries came largely from 
the United Kingdom, Germany, France, Spain, and the United States. 

FINANCIAL CONDITIONS IN SPAIN. 

I have included Spain among gold countries, because, while she is on 
a suspended paper basis, she is not on a silver basis, and within the last 
year or two exchange has been comparative!} 7 steady, the Spanish 
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>-peseta piece being in the neighborhood of 75 cents. But even if the 
mports from Spain were thrown out or transferred to the other side, 
t would not materially alter what I state. The imports from Spain 
nto the Philippine Islands were $1,203,330, and if transferred from 
>ne side to the other there would still be left a preponderance in favor 
>f the imports from gold-standard countries rather than from silver- 
standard countries. 

EXPOKTS. 

But the more striking feature of the exhibit is afforded by the export 
movement. The exports to gold-standard countries amounted to 
i>14,000,000. The exports to silver-standard countries amounted to 
less than $3,000,000. Therefore, it would seem that the silver stand- 
ird had not greatly facilitated the export trade of the Philippines to 
silver countries. 

BULK OF EXPORTS TO GREAT BRITAIN. 

Of course the bulk of the exports from the Philippines to gold 
countries were to Great Britain, who took about $8,500,000 worth out 
of #14,000,000 worth, leaving $5,500,000 worth to other gold-standard 
countries, of which the United States took a trifle short of $2,000,000 — 
$1,960,687. The other exports of importance were to Japan, 
$1,280,960. Great Britain, Japan, and the United States were the 
largest purchasers of Philippine products among gold-standard 
countries. 

SILVER COUNTRIES PURCHASE LITTLE IN THE PHILIPPINES. 

Now, the silver countries, which sold $8,000,000 or $9,000,000 worth 
of goods to the Philippine Islands, did not reciprocate in their pur- 
chases. 

HONGKONG AS A PURCHASER. 

The only important purchaser of Philippine products among silver 
countries was Hongkong, which took $2,127,814 worth. Of course 
those Hongkong purchases were largely shipped to England, a gold- 
standard country, and they were simply passed through the hands of 
the British merchants in Hongkong. It is not probable that the bulk 
of them found an actual market in China. China here is credited with 
only $80,770 worth in the purchase of Philippine products. 

CONCLUSIONS TO BE DRAWN FROM TRADE MOVEMENTS. 

There are several conclusions which might be drawn from those 
figures: That the standard was not vital in its influence upon trade; 
or that the use of the silver standard utterly failed to promote trade 
with silver countries. 

Senator Beveridge. Another inference also, and that is that it 
demonstrates that there is no difficulty where the silver standard exists 
in the Philippine Islands of trading with the gold-standard countries. 
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PROPOSITION TO FACILITATE TRADE OF PHILIPPINES. 

Mr. Conant. That inference might be drawn to a degree; but that 
is modified by the consideration that what is here proposed is to facilitate 
the trade of the islands with a single gold-standard country and to give 
it greater advantages than other gold standard countries enjoy by 
adopting a unit of exchange which is easily convertible into one cur 
rencv or the other. 

CONVERSION EASILY REGULATED. 

Now, while it is perfectly true, as suggested yesterday, that any 
gold-standard country, like Germany, Great Britain, or France, ha> 
tables of conversion for money, yet there is a good deal of clerical labor 
involved in converting one money into another. There is the usual 
gold exchange to be considered, the constant shipment of gold, and thi< 
clerical work is not limited to the making out of price lists, but affect> 
every invoice, everj' paper involved in the transaction. In the ca^ 
of the United States we are offering a unit that is so readily convert 
ible that it is mere child's play for anyone to make the calculation. 

Senator Lodge. Has the trade of India increased since they went to 
the gold standard \ 

INCREASE OF JAPAN ? S TRADE UNDER GOLD STANDARD. 

Mr. Conant. I can not say. The trade of Japan has greatly 
• increased. 

Senator Beveridge. The trade of India has decreased somewhat. 
Senator Lodge. Japan is not a test, because it is a new country, 
developing in every way. 

CAPITAL ALWAYS SEEKS GOOD INVESTMENTS. 

Mr. Conant. The suggestion was made here } T esterday, in respond 
to the argument that vou could only attract capital into a country by 
the adoption of a gold standard, that capital would go where it tin& 
good investments. That is a fundamental truth, and a truth than 
which perhaps there is none more profound; but that rule of economics 
is influenced by many other laws, as I suggested in reference to the 
quantitative theory of money and other questions affecting the mone- 
tary problem. What deflects capital in one direction or another is the 
amount of friction to be overcome. 

A capitalist will go where he finds good investments in the majority 
of cases, but there are two classes of obstacles which confront him. 
In the first place, the absolute physical obstacles, and by physical I 
mean everything which is a real economic or financial obstacle, the 
cost of converting one money into another, the cost of exchange, the 
cost of freights. 

CAPITAL SEEKS SIMPLE CONDITIONS. 

Then there is the moral element, the indisposition of capitalists to 

fo where they are not satisfied with the simplicity of conditions. No 
oubt from an abstract point of view a capitalist or economist could 
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sit down and figure out with more or less precision what he could 
make in a silver country and what he could make in a gold country; 
but as a matter of fact the average capitalist does not do that unless 
the inducement is so strong in the silver country that he can be satisfied 
that the elements of risk and uncertaint} r will be overcome and that a 
Iqrge element of profit is visible. Unless this is so he will prefer to 
take the gold-standard country, where he knows the conditions are 
stable. 

GERMAN CAPITAL IN ARGENTINA REPUBLIC. 

Senator Lodge. Has there not been an enormou& rush of capital 
lately into the Argentine Republic? 
Mr. Conant. German capital; yes. 

ARGENTINA ON A PAPER CURRENCY, BUT SEEKING TO RESTORE GOLD 

PAYMENTS. 

Senator Lodge. They are on a paper currency ? 

Mr. Conant. Yes; but they have beeo recently taking steps to 
restore gold payments. 

Senator Lodge. But during the time that they have been on a paper 
currency, a very much depreciated currency, that has not prevented 
capital from coming in there? 

Mr. Conant. I think it has had a restraining effect. I do not say it 
has prevented it. 

ENORMOUS AMOUNT OF CAPITAL HAS GONE INTO ARGENTINA. 

Senator Lodge. That is imaginary of course. As a matter of fact 
capita] has gone in in enormous quantities. 

Mr. Conant. Of course no one would make the contention that a 
monetary standard would absolutely preclude investment in a country, 
however bad the standard was; but that capital is repelled from coun- 
tries where the gold standard is not stable 1 think we have had expe- 
rience ourselves. 

NO DIFFICULTY IN GETTING CAPITAL INTO PHILIPPINES. 

Senator Beveridge. We do not have any difficulty, 1 will say right 
now, in the question of getting capital into the Philippine Islands if 
other conditions are made satisfactory to them. 

Mr. Conant. I am aware, of course, that a great many capitalists 
have been looking over the ground. 1 am not aware of the fact that 
they have taken very tangible steps to establish stock companies there. 

The Chairman. The} r can not yet. 

INVESTMENTS FACILITATED BY GOLD STANDARD. 

Mr. Conant. 1 know that. I have no doubt investments will be 
made, but 1 firmly believe that such action will be facilitated by the 
adoption of the gold standard. 

Senator Beveridge. Take, for instance, the question of the estab- 
lishment of the rubber plantations, which you mentioned this morning. 
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Do you think those gentlemen who want to put several hundred thou 
sand dollars or perhaps one or two million dollars into a rubber plants 
tion down in Mindanao would be deterred by the fact that the island* 
have a silver standard; or, on the contrary, would they be encouraged! 

SILVER STANDARD WOULD DETER INVESTMENTS. 

Mr. Conant. If silver continued to fall, they might be encouraged 

Senator Beveridge. Would thev be deterred bv the existence of a 
silver standard? 

Mn CoNfNT. I do not think that they would be deterred in the 
sense that they would refrain from doing it. In agricultural matters 
the chances of considerable profits would be such that there would be 
a wider margin of speculative profits, you might say, than in purely 
industrial undertakings. 

Senator Beveridge. You do not anticipate the financial activities 
there will be so large in the industrial line, do you, as in the agricul- 
tural lines, in the timber lands, and in mining? 

RAILWAY AND MILL CONSTRUCTION PROBABLE. 

Mr. Conant. Well, I understood that there will be considerable 
railway construction and factoiy construction, that perhaps may not 
come at once, but 1 believe that there will be some mills for cheap 
cotton and for other manufactures that the people use, such as ha* 
been going on in Japan and China. 

SILVER STANDARD MIGHT DETER PRIVATE RAILWAY CONSTRUCTION. 

Senator Beveridge. Do you think railroad construction would be 
deterred by the existence of a silver standard? 

Mr. Conant. I think that will be an influence which migtt affect 
private railroad construction. Of course it would not influence Gov- 
ernment construction. 

other factors than money standard must be considered. 

Senator Beveridge. I am speaking of private railroad construction. 

Mr. Conant. Yes, of course; as I said in respect to these other 
matters, no one is going to look at that single thing and make that the 
whole rule of his conduct. It is one of many factors which may intro- 
duce friction in the perfect development of the islands. 

ENGLISH BANKERS IN HONGKONG FAVOR SILVER STANDARD FOR 

PHILIPPINES. 

There was one rather significant fact in connection with the attitude 
of the English bankers, which I thought, perhaps, ought to be brought 
out. I was in Hongkong, and while there I was very courteously 
treated by Sir Thomas Jackson, head of the Hongkong and Shanghai 
Bank, and by Mr. Whitehead, who is the head of the Chartered Bank 
of India, Australia, and China. 

Senator Beveridge. I know them both very well. 
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Mr. Conant. Mr. Whitehead rather refrained from discussing the 
question of the standard in the Philippines, and when I questioned 
him in regard to his attitude he said that he had been informed by the 
manager of his bank in London that they understood that a pool was 
being formed to influence the price of silver, and while that was the 
case they did not desire him to take any stand in favor of the silver 
standard or not. 

Senator Beveridge. You know what his position is, do you not? 

Mr. Conant. I do not know that I do. Is he in favor of the silver 
standard ? 

Senator Beveridge. Yes; and he regards the adoption of the gold 
standard by Japan as a very serious mistake on the part of Japan, and 
he has written a ^monograph on the effect of it — a ver} r exhaustive 
monograph. He is in ravor of the use of the silver standard in the 
Philippines, and, in fact, throughout all the British dependencies of 
Asia, and was, up to the time he made his trip to England, very out- 
spoken at all times and on all occasions upon that subject. In fact, 
that is one of his particular 

Mr. Conant. I remember reading one of his pamphlets, but I think 
it related to the development of trade with China. 

Senator Beveridge. Yes; Expansion of Trade with China is the 
name of that pamphlet. 

Mr. Conant. I did not mention that by the way of conveying the 
impression at all that he was not in favor of the silver standard, but 
simply to show the reserve of his bank, and when the manager of that 
bank in Manila came before me — his testimony is printed in the appen- 
dix of my report — he expressed himself as cordially in favor of the 
plan of the Commission, the adoption of the gold standard, with a 
token silver coin. 

Senator Beveridge. Who was he? 

SILVER STANDARD IN PHILIPPINES WOULD PROMOTE TRADE WITH 

HONGKONG. 

Mr. Conant. Mr. Sansom. He has recently come to Manila from some 
other oriental port, I think. It is a reasonable assumption that the 
English bankers should be unanimously in favor of the silver standard. 
It ought to promote trade with Hongkong, although, as I have shown, 
the exports from the Philippine Islands to Hongkong were only 
$2,000,000 out of a total export trade of $17,000,000. That was prac- 
tically the only silver-using country which took any considerable 
amount of Philippine products, the gold-standard countries taking 
$14,000,000 out of the $17,000,000. That only goes.to show all those 
facts 

The Chairman. You mentioned some other gentleman; you spoke 
of this gentleman and then you mentioned another gentleman. 

Senator Beveridge. Sir Thomas Jackson, the head of the Hong- 
kong and Shanghai Bank 

SIR THOMAS JACKSON, MOST EMINENT FINANCIER IN THE EAST, FAVORS 

SILVER STANDARD IN THE PHILIPPINES. 

Mr. Conant. Sir Thomas Jackson was avowedly in favor of the 
silver standard, although he said at that time if the Americans wished 
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to introduce the gold standard he did not think it lav with the repre- 
sentatives of the British banks to oppose it, and he did not doubt we 
could maintain it. 

Senator Beveridge. Sir Thomas Jackson is regarded in the Orient 
as the most eminent financier in the East i 

Mr. Cox ant. Yes. 

Senator Beveridge. Do you think he is sincere in his opinions to 
you that they should maintain the silver standard? 

Mr. Conant. I have no doubt that he is sincere, but any man's view? 
are apt to be influenced by his position. 

Senator Beveridge. Do you think his opinion is influenced by hi* 
position ? 

a man is unconsciously influenced by his position. 

Mr. Conant. Not consciously; but do you not agree with me that a 
man is unconsciously influenced by his position; that if you are a citi- 
zen of Massachusetts, for instance, you are unconsciously influenced in 
your views on the financial question by your surroundings, and if you 
are a citizen of Colorado you have different views on the financial 
question ( 

Senator Beveridge. Oh, yes. 

Mr. Conant. That is all I mean to imply. I do not mean to reflect 
on Sir Thomas Jackson. I have the highest regard for him; but I 
think it would be true that if the English bankers there declared for 
a gold standard in the Philippine Islands it would not only tend to 
sever their relations with Hongkong, but it would materially diminish 
their banking profits. 

Senator Beveridge. So that the establishment of a gold standard 
would sever trade relations with Hongkong to that extent? 

Mr. Conant. To the extent that that affected the matter, yes. 

Senator Beveridge. The figures that you read there, I think, are 
capable of quite a number of other inferences than the ones you draw: 
but 1 do not want to interrupt you, so go ahead. 

Mr. Conant. I think I have concluded what I wanted to say. Of 
course, there is a great deal I could say in explanation of the detail 
workings of the gold standard, but I wanted more particularly to sav 
some things which I was prevented from saying yesterday. If the 
coinage question is disposed of I will say something in regard to oank- 
ing; but if you would like to ask me something further in regard to 
coinage, I will be very glad to answer you to the best of my ability. 

exports. 

m 

The Chairman. Have you a detailed statement before you of the 
nature of the exports? 

Mr. Conant. The goods themselves ? 

The Chairman. Yes. 

Mr. Conant. I do not think they are classified by articles. This k 
a gross classification by countries. If there is no objection, 1 will put 
in the record an arrangement of it which will bring the gold standard 
and silver standard countries together in the way-1 have -read the totals. 
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Following is the statement referred to: 

Commerce of the Philippine Islands for the eigJU months ending August SI, 1901. 

[Compiled from the monthly summary of the commerce of the Philippine Islands for August, 1901, 

prepared in Division of Insular Affairs, War Department.] 



Countries. 



COMMERCE WITH GOLD-STANDARD COUNTRIES. 

Europe: 

United Kingdom 

Germany , 

France 

Spain 

Belgium 

Denmark , 

Netherlands 

Russia 

Switzerland 

Total Europe , 

Other gold countries: 

Japan 

French East Indies 

United States 

Canada 

Australasia. 

Total other than Europe 

Total gold countries 

COMMERCE WITH SILVER-STANDARD COUNTRIES. 

China 

Hongkong 

British East Indies '. 

Siam 

Total silver countries , 

Countries not enumerated 

Total merchandise. 



Imports. 



$3,989,527 

1,361,699 

1,199,260 

1,203,330 

152,868 

2,449 

107,397 

184,321 

425,778 



8,626,629 



707,654 

1,624,971 

2,470,050 

32,592 

422,790 



5,258,057 



13,884,686 



2,701,906 

632,700 

1,689,265 

548,285 



Exports. 



5,572,156 
161,754 



19,618,596 



$8,485,907 

54,911 

917,573 

825,640 

4,478 



553 



155 



10,289,212 



1,838,960 
1,247 

1,960,687 

7,329 

489,730 



3,797,953 



14,087,165 



80,770 

2,127,814 

514,370 

260 



2,723,214 
125,026 



16,935,405 



Senator Beveridge. I have no objection, but I do not think it is 
helpful, because 1 do not think the conclusions you have drawn, to 
put it mildly, are the only conclusions which may be drawn. 

The Chairman. Also a table showing what the exports consist of. 

Mr. Conant. I will if the data is here; yes; that is, the principal 
articles. You do not ask me to prepare it in great detail ? 

The Chairman. For instance, take the article hemp, and a few of 
the principal articles. 

Senator Beveridge. How much hemp, sugar, and tobacco went to 
England; how much hemp, sugar, and tobacco went to the United 
States. 

The Chairman. And how much to Hongkong. 

Mr. Conant. What you say is true, that there are^a multiplicity of 
inferences which may be drawn, and currency is only one factor, and 
I am only arguing tnat a currency which is homogeneous in a way 
with the currency of the United States will promote trade with the 
United States. 
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The statement asked for by the chairman, and furnished by Mr. 
Conant, follows: 

Statement of the value of the export, by countries, of three principal articles of Philippine 

production for the eight months ending August 31, 1901. 



Countries to which exported. 



Great Britain 

France 

Germany 

Spain 

United States...... 

Australasia 

Japan 

China 

Hongkong 

British East Indies 
Other countries . . . 

Total 



Hemp. 



$7, 



1, 



834,584 

12,400 

14,400 

16,440 

622,954 

148,615 

173,957 

8,228 

511, 736 

92,078 

174 



10, 435, 566 



Sugar and 
molasses. 



812 
293,354 



1,085,758 
"*86i,*566' 



2,240,684 



Cigars. 



$518,346 

21,509 

20,696 

1,180 

436 

334,086 

19, 825 

63,190 

267, 2Ls 

105, 291 

55,599 



1,407,376 



The Chairman. You bring forward these tables to show that the 
tendency of trade is to gold countries; that is to say, that is the infer- 
ence you draw from that? 

CONTINUANCE OF SILVER STANDARD DOES NOT NECESSARILY PROMOTE 

TRADE WITH SILVER COUNTRIES. 

Mr. Conant. Well, I am rather inclined to draw a negative infer- 
ence than a positive one; and that is that the continuance of the silver 
standard does not specially promote trade with silver countries. When 
it comes to affirmative inferences I admit that they are very doubtful, 
because there is a multiplicity of elements affecting the problem. 

The Chairman. It was with that view I asked you the question. 
For example, the principal products of the Philippine Islands are 
hemp, sugar, tobacco, and copra. Now, would not the tendency of 
those articles be toward the country that consumes them, whatever 
the standard would be? 

Mr. Conant. More or less, undoubtedly. 

The Chairman. That is to say if continued on the silver standard, 
whatever standard they have there now, would not the hemp still go to 
Great Britain? 

Mr. Conant. Unless it came to the United States, where it might be 
worked up into manufactured products. By adopting the gold stand- 
ard I think we might get a considerable share of the trade. 

The Chairman. We have it now. 

Mr. Conant. We are getting it by degrees. 



HEMP GOES PRINCIPALLY TO GREAT BPITAIN AND REEXPORTED TO 

UNITED STATES. 

The Chairman. Is is not the fact that the hemp that is produced in 
Manila, in the islands, goes chiefly to Great Britain and this country ? 

Mr. Conant. Yes; I think that is the fact. 

The Chairman. And a considerable portion of the hemp that goes 
to Great Britain is reexported to this country? 

Mr. Conant. Yes; I think that is the fact. 
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The Chairman. Does that arise in any way from the standard ? 

Mr. Conant. From the existence of the silver standard to-day? 

The Chairman. Yes. 

Mr. Conant. Probably not, unless from the facilities that the Eng- 
lish merchants in Hongkong have for handling the business. 

The Chairman. And the facilities for shipment to London rather 
than the United States? 

Mr. Conant. Yes. 

The Chairman. That is also an important factor? 

Mr. Conant. Yes. 

Senator Beveridge. It simply means that those countries that use 
those articles get them without reference to the standard, does it not? 

The Chairman. I wanted him to explain why. 

MONEY STANDARD A FACTOR IN THE QUESTION OF MANUFACTURES. 

Mr. Conant. They get the finished product, undoubtedly. If Spain 
wants a certain quantity of hemp for rope, of -course the}' get it, what- 
ever their standard; but in the question of the manufacture of the raw 
material into finished goods I think the standard would be something of 
a factor, and the homogeneity of the currency would be a still further 
factor. 

EXPORTS TO HONGKONG. 

The Chairman. You have a statement of the exports to Kongkong? 

Mr. Conant. Yes. 

The Chairman. You have the amount, but I want the articles. 

Mr. Conant. They are not classified all together, by countries. It 
would require some time to analyze the figures in detail, but I might 
single out two or three articles^ if you desire — hemp, for instance. 

Senator Beveridge. No; there is no hemp in Hongkong, unless it 
is for reshipment. Any hemp to Hongkong may be excluded. 

The Chairman. They do make rope in China, but I suppose that 
the chief exports to Hongkong are sugar. 

Senator Beveridge. Undoubtedly, and tobacco. 

The Chairman. Suppose you look at the exports of sugar and 
tobacco to Hongkong. 

Mr. Conant. Sugar and molasses to Hongkong for the eight months 
ending August 31, 1901, was valued at $861,500. It was somewhat 
heavier in 1900, $1,204,483. 

Senator Beveridge. What else went to Hongkong? 

Mr. Conant. That I can onty tell by looking through a long list of 
articles. 

Senator Beveridge. How much sugar went to China? 

Mr. Conant. None is reported. Japan, $1,085,758 worth. That 
is a little more than Hongkong. In the previous year Japan took 
much less, for some reason. 

PHILIPPINE EXPORTS GO TO THE COUNTRIES OF CONSUMPTION. 

The Chairman. In other words, as it appears there from that general 
table, the articles of consumption produced in the Philippine Islands 
go to the countries direct, or practically so. 
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I wanted to ask a question or two on another point before we left 
the question of coinage. 

FURTHER DECLINE IN SILVER PROBLEMATICAL. 

What is your opinion from vour studies as to the tendency of silver 
to still further decline, or is tfiere a tendency for it to remain substan- 
tially on the present basis of value, with slight fluctuations? 

Mr. Conant. That is a very difficult question, of course. 1 do not 
believe that it will decline hereafter in any such ratio as it did from 
1893, saj% dow T n to 1897-9S. The decline in that period was from 60 
cents, as the value of the American silver dollar, to 45 cents. In 19O0 
there was a slight rise, and for 1901 

The Chairman. Have 3 T ou a table of the fluctuations for the differ- 
ent years? 

Mr. Conant. Yes; it is in nw report. 

The Chairman. Let me look at that a moment. 

(Mr. Conant showed the report referred to to the chairman.) 

Mr. Conant. The chances are that the fluctuations hereafter will be 
nothing like what they were during those years. At the same time I 
am inclined to think that they will be downward rather than upward. 

The Chairman. The fluctuations were very slight — a little over 1 
per cent. The average for the year 1901 was not so great as in 1900. 
quite; but the average for both years was very small compared with 
tne prior years. 

Mr. Conant. The average; yes. But how was the fluctuation in the 
highest and lowest prices in the first column ? That varied 2 or 3 per 
cent, did it not? 

The Chairman. In 1900 it was as high as 30± in October. In July 
it was as low as 27£. 

Mr. Conant. That was a fluctuation of 3£ pence, or 7 cents. That 
is a pretty considerable fluctuation. 

The Chairman. In July the lowest was 26-J-f , and in October it was 
26£. It fluctuated between 27i and 26£ in the four months. The fluc- 
tuations were very small during this last period. In fact, there was 
practically no fluctuation for the last four months of 1901 given in 
your report. I asked that question as preliminary to another. 

PROPOSED RATIO FOR THE PHILIPPINES. 

You fixed this ratio here on the coins at what rate ? What is the 
ratio? 

Mr. Conant. About 27£ to 1, I believe; that is, if you assume that 
the peso 

The Chairman. I am speaking of the bullion value of the amount of 
silver you put in your dollar. 

Mr. Conant. Its ratio to gold is about 27£ to 1. That is, in making 
2 pesos % 1, if the peso contained all the silver 

The Chairman. I am not speaking of the ratio in that sense. I am 
speaking of the amount of bullion you put into your silver dollar. 
What is the ratio of that bullion to the gold dollar? 

Mr. Conant. It is 1 to 27£. Theoretically it is in a sense 1 to 32, 
but inasmuch as there is less silver than is contained in the Ameri- 
can silver dollar in a Filipino peso it changes the real ratio to 27£ to 1 
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If it were 32 to 1, we would be subject to the danger that a slight rise 
would carry the coin above the exchange value. 

The Chairman. I understand what you have in view, but the ratio 
of gold to silver, with silver 60 pence, or 60£ pence an ounce — before 
the fall of silver it was about 60£ an ounce — that ratio was 16 to 1. 
On the basis of redemption you have a ratio of 32 to 1, do you not? 

Mr. Conant. Yes. 

The Chairman. That is 50 cents ? 

Mr. Conant. Yes. 

The Chairman. Now, then, the bullion ratio in your dollar must be 
niore than 32 to 1, because the silver you put into a dollar is debased 
still further — is debased as compared with our ratio of 16 to 1 ? 

Mr. Conant. Yes; but if you declared that 

The Chairman. I am not speaking of a declaration; I am speaking 
of the bullion value, in the melting pot, of your dollar. 

Mr. Conant. That is 27-J- to 1, because we are declaring a less quan- 
tity of silver to be equal to 50 cents than if we took the ratio of 32 to 1. 
That is, we are giving higher value to the silver, 27£ to 1, instead of 
32 to 1. . 

PROPOSED PLAN OVERVALUES SILVER. 

The Chairman. That is to say you overvalue silver more ? 

Mr. Conant. We overvalue it as compared to 32 to 1, but under- 
value it as compared to 16 to 1. 

The Chairman. Either I do not understand you or you do not 
understand me. 

Mr. Conant. I think 1 see what you mean, but I think we nwy per- 
haps have confused it by turning it around. 

The Chairman. What I mean is this: If you were to melt two sil- 
ver dollars and sell them as bullion, how much short of the gold dollar 
would their value be? 

Mr. Conant. You mean at the present market price ? 

The Chairman. At the present market price. 

Mr. Conant. Well, about 25 cents short. The peso, I believe, we 
figured out on the present value of silver, some time ago, was worth 
about 38 cents gold. 

The Chairman. That is, it would require a fluctuation of 25 per 
cent to carry it above the value of the gold dollar? 

Mr. Conant. Yes. 

The Chairman. Do you think that is likely to happen? 

Mr. Conant. No; I think it is extremely unlikely. 

The Chairman. Then, why do you not make your dollar you pro- 
pose to issue or coin in such a way that when you melt it up it will 
come nearer the value of a gold dollar than 75 cents? 

COURSE OF SILVER CAN NOT BE PREDICTED. 

Mr. Conant. Well, simply for the reason that we can not predict 
with certainty the course of silver. You know the Mexican dollar did 
rise in China to 52 cents. That was not due chiefly to the rise in sil- 
ver bullion; it was due to the scarcity of currency. But there is a 
further consideration — that we desire to prevent its being exported. 

The Chairman. Of course you desire to prevent its exportation, 
but when would the exporting point be reached ? 
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Mr. Conant. When the bullion came up to the level of the coinage 
value in gold. 

The Chairman. Very well. You do not believe, as vou sav. that it 
is possible for silver to rise h}- 25 per cent i 

VIEWS OF AMERICAN SMELTING COMPANY. 

Mr. Conant. It is not my personal belief, and yet representatives 
of the American Smelting Company have called on me in behalf of 
free coinage, and they have declared that steps were in preparation 
which would make the price of silver rise. 

Senator Beveridge. What steps ( 

Mr. Conant. They did not define them. They rather intimated that 
some mysterious influence brought to bear upon the market was going 
to effect it. They talked as if it was going to be at least 25 per cent, 
and that it might be more. 

The Chairman. That it would be a rise of 25 per cent ( 

Mr. Conant. Yes. 

Senator Beveridge. Do you think any such, arrangement as that is 
likely; that is, that any device could be resorted to to raise the price of 
silver in that wav i 

Mr. Conant. No; I do not. I was inclined to pooh-pooh that. 

Senator Beveridge. You did not connect that in any way with Mr. 
Whitehead's intimation of the same thing? 

AMERICAN SMELTING COMPANY REFERRED EVIDENTLY TO A MARKET 

MANIPULATION. 

Mr. Conant. No. This was purety a market manipulation, I should 
judge, that they were referring to. 

The Chairman. Do you think there is any probability that silver 
will fall much below its present value? 

FURTHER FALL OF SILVER PROBABLE. 

Mr. Conant. It is hard to say. I would not be surprised if it con- 
tinued to fall. 

The Chairman. How much? 

Mr. Conant. In five years 10 per cent, perhaps. 

The Chairman. So the Filipino dollar in that event would be worth 
10 per cent less ? 

Mr. Conant. Yes, in that case; but of course any attempt to give 
figures is simply guesswork. 

The Chairman. I understand. I ask these questions with a view of 
suggesting to you whether or not it would be wiser to make this 
dollar, not intrinsically, but in the bullion value, nearer its relation to 
gold than the dollar you propose. 

Mr. Conant. Well, it might do no harm to make a difference of a 
couple of cents or so. The Mexican dollar I think now is worth only 
43 or 44 cents, and the Filipino proposed coin would be worth 38 cents, 
and somewhere between these points you would have to fix it, if you 
make such a change as you suggest. 
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I do not think there would be much risk in it. There is one reason, 
I think, that has not been brought out; why 27i to 1 has been sug- 
gested. That is, that I was informed in Japan that they are contem- 
plating a recoinage of their coins on that basis, for fear that at 32 to 
1 they may be driven out of circulation by reason of the rise in the 
price of silver. You will find that in the testimony appended to my 
report. That is what the vice-governor of Japan stated. 

The Chairman. Their ratio is now 32 to 1 ? 

Mr. Conant. Yes; theoretically. Practically, I think, there is some 
difference in the subsidiaiy coins, and they are the only coins issued. 

The Chairman. I think they have more alloy. 

Mr. Conant. Yes; I do not consider that there would be any mate- 
rial risk in raising the amount of silver contained in the peso to 40 
cents in bullion value, say, instead of the proposed coin at 38 cents. 
That, I suppose, would be accomplished either by making a coin nine- 
tenths fine or else by keeping it at 0.835 and raising its size. 

PROPOSED COIN WOULD BE RECOGNIZED AS A TOKEN COIN. 

The Chairman. I ask this question with a view to see whether or 
not it is better for us to make officially a token coin to diminish the 
disparity between the two metals; for instance, would not the risk be 
less to a government that exchanges gold for silver at 50 cents — two 
dollars for one — if the value of that silver instead of being 38 or 40 
cents would be 43 or 45 cents or 46 cents? 

Mr. Conant. I do not think it would make any material difference. 
The proposed coin would be recognized as a token coin. Look at our 
own experience in the United States. The silver dollar has not 
suffered. 

The Chairman. I understand, but still we would be in a better posi- 
tion if we had more silver bullion in our dollar than we have now? 

Mr. Conant. Yes; but the disparity in our case is very much greater, 
of course. 

The Chairman. Very much greater, because we have withstood all 
these fluctuations and these wide fluctuations. 

Mr. Conant. It does not occur to me that it would add very much 
to the security of the coins to raise slightly their bullion value. 

The Chairman. Very well. Then I will ask you another question. 
If that b§ true, why would it not be better for us, in order to get more 
seigniorage, as you call it, and properly call it, to debase still further 
this silver dollar? It is a token coin, and if it would circulate 

COINAGE SHOULD CONFORM TO THE CUSTOMS OF THE PEOPLE. 

Mr. Conant. Simply for the reason that I would conform some- 
what nearly to the customs of the people. In theory you might as 
well issue a paper currency against the gold reserve, and it would be 
as safe, but it would not be acceptable to the Filipino people. You 
must give them a coin approximately approaching to what they have 
been accustomed to. 

The Chairman. Approximately; but if you want to do that, would 
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it not be wiser to approximate more closely what they have than you 
do in your project, especially when there is no danger by doing so ? 

Mr. Conant. Well, as I said, I do not think there would be much 
danger, but I do not think it would do any particular good or inspire 
any particular confidence among the Filipino people. There is your 
Filipino coin [exhibiting coin to the committee], which is much lighter 
than the Mexican, but circulates freely at the same value. 

The Chairman. You mean that goes into circulation. Suppose I 
carry it to the bank 

Mi*. Conant. They take it. 

The Chairman. They take it without discrimination? 

Mr. Conant. Yes, although the quantity is limited. 

The Chairman. They take it because they can pay it out? 

Mr. Conant. Yes. 

TOKEN COIN SHOULD BE AT SUCH RATIO AS NOT TO BE EXPORTED. 

The Chairman. According to your idea, if we make a token coin r 
the first requisite should be to put it at such a ratio as will in any 
event prevent its exportation. That is your idea, is it not? 

Mr. Conant. I think that is desirable. Of course, its exportation, 
if the coin is used in China, for instance, would do no harm; but I 
think, on the whole, in a poor country it is rather desirable it should 
be a local currency rather than an international currency. In spite of 
all the charm of an international currency, from a theoretical point of 
view, it does not work well where a rich country stands over against 
a poor country and they have a homogeneous currency. 

FALL OF MARKET VALUE OF MEXICAN DOLLAR NECESSITATED RAISING^ 

RATE OF EXCHANGE. 

The Chairman. That I understand very well. What was the reason 
that the Philippine Commission were compelled to raise the rate of 
exchange from $2 to $2.10 Mexican to U gold? 

Mr. Conant. Because of the fall in the market value of the Mexican 
dollar. 
' The Chairman. Because of the fall in its market value ? 

Mr. Conant. Yes. 

The Chairman. Which was equivalent to 10 per cent. 

Mr. Conant. Yes; nearly 20 per cent between the summer of 190O 
and the present time — eighteen months, say. But of course the value 
in 1900 was a more or less fictitious value. That was caused by a. 
large demand and a small supply. 

OBJECTIONS TO MAKING DOLLAR LARGER THAN MEXICAN DOLLAR. 

The Chairman. Suppose we were to make a dollar, exchanging it 
at two for one, having put into it 416 grains, or whatever is contained 
in the Mexican dollar — I suppose there is more than that in the Mexican 
dollar. 

Mr. Conant. The Mexican peso contains 417.8 grains, and is 0.902 
fine, just a little better than nine-tenths. 

The Chairman. Four hundred and seventeen and a fraction ? 

Mr. Conant. Yes. 
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The Chairman. Now, what would be the objection to putting into 
this dollar that you propose an amount of pure silver to make it equal 
to the Mexican dollar? 

Mr. Conant. Only the danger of this rise above its par value, above 
its gold parity, and the fact that we might have to furnish pesos for 
other countries, and that the profit would be small. If you had to 
keep a gold reserve, of course you would have to take other means to 
build it up. You would get some profits, because you would have the 
difference between fifty cents and the market value of the Mexicans, 

which would now be li per cent — from 12 to 14 per cent. 

» 

JAVA TRADE CONFINED PRINCIPALLY TO HOLLAND. 

Senator Beveridge. With reference to Java it is true, is it not, 
that the policy of Holland has been to confine the trade of Java exclu- 
sively to herself? 

Mr. Conant. Very much; yes, I think that is the case. 

Senator Beveridge. And not only has not encouraged, but has dis- 
couraged her trade with any other country, and particularly the Orient ? 

Mr. Conant. I presume that is so. 

Senator Beveridge. And it is also true that Java is practical!}^, for 
commercial purposes, cut off from the rest of the world and connected 
only with Holland? 

Mr. Conant. That is very much the case. You do not attribute 
that to the currency system per se, though ? 

Senator Beveridge. No. Neither do I attribute the fact that she 
has gold currency there as throwing any light upon the larger problem 
we have under discussion. 

Mr. Conant. The reason why trade is exclusively with Holland I 
think is that it is in one product — sugar. 

POLICY OF HOLLAND TOWARD JAVA. 

Senator Beveridge. No; there is coffee and tobacco. It is further 
true, is it not, that Holland has pursued the policy among the people 
there not only of repression but of confining them by compulsion, 
individual compulsion, to manual labor alone of the simplest kind, and 
that the status of clansmen or tribesmen and chief is maintained in its 
original form and that the people themselves do not do any trading or 
bartering or anything of the kind. 

Mr. Conant. I should suppose the trading is done chiefly by Dutch 
merchants. 

Senator Beveridge. It is as I say. 

Mr. Conant. I presume so. 

Senator Beveridge. Then there would be no occasion for the use 
of any currency among the masses of the people themselves? 

Mr. Conant. Among those who are living in the tribal relation? 

Senator Beveridge. No; I mean the masses of the people. 

Mr. Conant. I would not dispute you, because I am not sufficiently 
familiar with facts to stale them. 

Senator Beveridge. The facts are, that population has grown from 
about 2,000,000 to more than 25,000,000 people, and as 1 have stated. 



74 ^Qft CURRENCY IN THE PHILIPPINES. 

RESULTS OF GOLD IN INDIA. 

Now, with reference to gold in India, I asked these questions because 
you have laid considerable stress on the accumulation of gold there, 
and have pointed to the fact that gold has been sent to England within 
the past year to buy Government securities as an evidence of its accu- 
mulation there. It is not true that it has been sent over to take up 
the Government loans, together with other English resources, for that 

Eurpose. In other words, England has been engaged in a war which 
as taxed her financial resources considerably, and she has issued — 
how many? — one or two loans at least. 

The Chairman. Two or three. 

Senator Beveridge. Two or three loans, and she has drawn upon 
every British resource possible to take up the Government securities 
thus issued. That is the case, is it not? 

Mr. Conant. I do not know what duress can apply to any person 
or corporation to make them take up securities. 

Senator Beveridge. The duress of patriotism. For instance, they 
issued the last loan and proposed to float a part of it here, and so 
great was the British priae, that the Government had to withdraw 
that and depend upon such stores of gold and currency of every kind 
as she could find. The gold reserve in India was uncier the control 
of the British officials of India, and it is at least a plausible explanation 
that this gold, together with every other resorce in every direction 
that she could command or influence, was sent there to take up those 
Government securities. 

Mr. Conant. The last quotation which I read yesterday from the 
London Statist 

Senator Beveridge. You have laid stress upon the fact that this? 
gold was sent there to buy Government securities because there was an 
excess of it? 

Mr. Conant. Yes, sir; it was presented largely to obtain silver 
rupees 

Senator Beveridge. As a matter of fact it was sent there not 
because there was an overplus of gold in India, but because of the exi- 
gencies of the Empire by reason of the South African war, which 
called upon its gold resources wherever they were. 

Mr. Conant. I could not answer that affirmatively. If you want to 
make it your statement 

Senator Beveridge. I am not making any statement; I am asking 
you a question. 

Mr. Conant. Then I answer no; that is not my opinion. 

Senator Beveridge. Then it is your opinion that it is because there 
was an excess of gold in India? 

Mr. Conant. Yes. 

Senator Beveridge. And so much so they had to send it to England 
to buy Government securities? 

Mr. Conant. They used the excess to obtain additional silver rupees 
for circulation. 

ACCUMULATION OF GOLD IN INDIA IN THE CURRENCY RESERVE. 

Senator Beveridge. That is not the statement you made. Either 
I do not understand you or you do not understand me. I paid par- 
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ticular attention to your statement that gold had so accumulated in 
India 



Mr. Conant. In the currency reserve 

Senator Beveridge. 1 do not care where. That to get rid of this 
excess that had piled up there, they found it convenient to send it to 
England to buy Government securities. You made that statement to 
show the accumulation of gold there under the gold standard in India. 
It occurred to me that there was possibly another explanation of that, 
and I was simply inquiring. 

Mr. Conant. No; 1 understand the situation to be this: That what- 
ever private holdings of gold there may be and whatever sources of 
investment they may seek, that has little to do with the conduct of the 
currency reserve. That consists of a certain amount of gold 

GOLD SENT FROM INDIA TO ENGLAND BECAUSE NOT NEEDED IN THE 

RESERVE. 

Senator Beveridge. What was the reason they sent the gold home 
to England to buy Government securities ? 

Mr. Conant. Because they did need it for the redemption of silver 
in the currency reserve. I am not discussing whether the people out- 
side had an excess or a deficiency. 

The Chairman. You say they needed the gold for what? 

Mr. Conant. I did not say they needed it at all. I said they did not 
need it for redemption purposes, just the same as if you authorized 
the investment of part of our gold reserve in securities because you 
thought it would not be called tor. 

The Chairman. Do you know how the Indian government purchased 
the silver? 

Mr. Conant. I suppose they went to the London market. 

The Chairman. And bought it with 

Mr. Conant. Gold. 

The Chairman. Is it not likely that some of this gold went for that 
purpose ? 

England's need of gold. 

Mr. Conant. The article from the Statist which I read suggested 
several contingencies. They said the gold had been sent to buy 
securities, and that other gold was expected in India from Australia, 
and they said they might be able to divert what they had sent to Lon^ 
don for the purchase of silver, because this gold coming from Australia 
would probably be presented to the Indian treasury to obtain more 
rupees. I do not see that that is especially involved with the question 
of England's need of gold. 

The Chairman. It is only involved, as I understand it, in the ques- 
tion as to how they purchased the silver bullion to coin $150,000,000 
of additional rupees. 

Mr. Conant. They purchased it because the rupees were demanded, 
and the gold was brought to the treasury. That is what would occur 
in the Philippines. If they needed more currency the banks would 
bring in gold and present it for the pesos. 

Senator Beveridge. This whole question arose, I think, upon some 
questions asked by Senator Allison, or possibly by Senator Lodge, as 
to the difficulty of getting a gold reserve and maintaining it there, and 
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one of your answers to that was to cite the example of India; and to 
prove how readily gold accumulated there beyond their needs you 
showed that they had a surplus, because they had sent to England to 
buy Government securities. They had sent it to England, you said, 
because they had too much gold in India. 

Mr. Conant. In the currency reserve. 

Senator Beveridge. I understand that. And I am asking you now 
whether there might not be another reason for sending that gold there, 
and whether you might not be mistaken in ascribing it to the fact that 
they had a surplus of gold — more gold than they needed. 

Mr. Conant. They could not send it unless they had it. 

Senator Beveridge. It is your opinion that they sent it because 
they had so much ? 

Mr. Conant. Yes; that is my opinion. Of course, I can not delve 
into their motives. 

Senator Beveridge. But you did delve into their motives 

Mr. Conant. The natural economic inference, and I think, the facts 
stated in their own report show 

Senator Beveridge. Of course, they would not state that they wanted 
it there to buy the Government securities on account of the Government 
monetary necessity. Now, it strikes me as a natural inference— I do 
not know whether it is so or not, but it is certainly a natural infer- 
ence — that in view of the fact that they bad difficulty in placing their 
loan that they might have used some of that for this purpose. 

The Chairman. I want to ask you another question berore we leave 
this gold-standard question. 

RESERVE IN GOLD* OF UNITED STATES. 

Section 76 of this bill provides that the government of the Philippine 
Islands is authorized and directed to maintain at all times the parity 
of the silver coins under this act with the gold money of the United 
States. Do you mean by that that we can only use for the purpose of 
redeeming these silver coins our own coined gold? 

Mr. Conant. That w T as the proposition; yes. I suppose that bullion 
could be used if it was acceptable to the parties desiring it when bul- 
lion was held; but that is not the custom, even in this country. 

The Chairman. In some way, then, this reserve must be held in gold 
coin of the United States, which must be, of course, transported from 
the United States to Manila. 

Mr. Conant. That would be the fact if you construed that strictly. 
I suppose the ordinary seeker for gold would be as well satisfied with 
something else, and if it is necessary to provide that he could be ten- 
dered other things of the same intrinsic value, perhaps it would be as 
well to add that. 

The Chairman. If they redeem it in gold, I should think it would 
be enough — gold of that particular standard of value. 

Mr. Conant. Yes. 

PHILIPPINE GOVERNMENT WOULD HAVE TO HAVE DEPOSITS IN THE 

UNITED STATES. 

The Chairman. Then you say that the government may in its dis- 
cretion, first, pay gold coin for silver coin; second, pay silver coin for 
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gold coin, and, third, sell drafts on its deposit in the United States at 
a reasonable rate, not exceeding the usual cost of exchange. That 
implies that this Philippine government will have deposits in the 
United States. 

Mr. Conant. Oh, yes; I assume that their business relations will be 
such 

The Chairman. That they will have deposits here ? 

Mr. Conant. Yes. 

The Chairman. Where ought they to be? 

Mr. Conant. Probably in the Treasury of the United States, 
although they have discretion, and might keep them in the National 
City Bank or any other place for which they made arrangements. I 
have not attempted to legislate in regard to that, except that further 
on I think authorfty is given to the treasuries of the two governments 
to make arrangements mutually satisfactory. 

The Chairman. That brings us to what I was about to ask you. 
Why do you enumerate all these things ? 

Mr. Conant. Simply in order that all those powers may be availa- 
ble — that they may be visibly available to the public. As I stated 
before, I think it will be very rare, if ever, that you will have to use 
any of them, but I enumerate all of them because we might use one at 
one time and another at another time, if you wanted to buy gold. 

TREASURY MIGHT ADOPT PLAN OF BANK OF FRANCE. 

The Chairman. The Treasury is not obliged to pay gold under this. 

Mr. Conant. I assume that they will have the same discretion a3 the 
Bank of France; that they will maintain practical parity, but may 
charge a small premium. One of the witnesses who was here stated 
that that was something, I think, unprecedented and would not work. 

The Chairman. What witness $ 

Mr. Conant. I will see if I can find his statement — whether it was 
Mr. Townsend or Mr. Forbes. 

The Chairman. I do not think anv witness stated that. I think 
somebody stated 

Mr. Conant. I have not his testimony before the committee, but I 
have a statement which I suppose is a eopy of what he submitted to 
the committee, although I obtained it from other sources than the 
committee. 

The Chairman. Mr. Forbes may have stated what occurred to me — 
that that is a discretion that never could be exercised. 

Mr. Conant. It is exercised in France. 

The Chairman. But it is a different question in France from what 
it is in Manila. 

CHINESE GREAT HOARDERS OF GOLD. 

Mr. Conant. There was another reason for having it here besides 
any financial or economic reason. It was that the Chinese are great 
hoarders of gold, and there seemed to be a fear in some quarters that 
they would withdraw gold for hoarding. I do not believe that is a 
serious danger, because the Chinese, if they should withdraw gold, 
would have to give up some equivalent. If a Chinaman should bring 
a certain number of pesos and have them redeemed in gold, and then 
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hoard the gold, it would reduce the circulation by that amount and 
increase the demand for pesos. I am inclined to think if you. made 
gold redemption mandatory there would be no danger, but I put in 
that provision in deference to army officers and others with whom I 
talked, who referred to this danger of Chinese hoarding. 

TEMPORARY CERTIFICATES OF INDEBTEDNESS. 

The Chairman. You give them also the discretion to issue teinpo- 
rarv certificates of indebtedness. 

Mr. Conant. Yes. 

The Chairman. Are they to be payable in gold ? 

Mr. Conant. That is not specified. They might be payable in gold 
or in Philippine currency, in the discretion of the government in 
making the issue. 

The Chairman. They are to be redeemed in gold or lawful money 
of the Philippine Islands? 

Mr. Conant. It is either gold or the lawful money of the Philippine 
Islands, yes; but they have the discretion. They might issue them in 
any country, you know. They might contract with a New York house 
to take them, in which case the New York house would probably 
demand that they be redeemed in lawful money of the United States, 
or they might float them on the Manila Bourse, when it is established, 
in which case they would probably be asked to redeem them in Phil- 
ippine currency. 

The Chairman. That is, the equivalent in gold? 

Mr. Conant. Yes, sir. I have given them discretion because I 
think conditions might arise when only the exercise of a sound discre- 
tion by the Philippine government would afford the best results. 

The Chairman. You authorize them also to buy gold coin? 

Mr. Conant. Yes. That follows a section of our Revised Statutes. 

The Chairman. Will it be of any value to them to buy bullion if 
they had to pay out United States currency for it? 

Mr. Conant. They might buy it in San Francisco and have it coined 
there. We bought gold bullion under the syndicate contract, I think, 
notwithstanding when we redeem currency it has to be in coin. 

The Chairman. 1 do not care to ask any more questions about the 
gold matter. 

CONDITIONS IN INDIA. 

Senator Beveridge. I find here in Mr. Forbes's testimony that he 
states that in India the government will always give 15 silver rupees 
for a gold sovereign, but does not promise to give a gold sovereign for 
15 silver rupees. This is incorrect. 

CONDITIONS UNDER PROPOSED BILL. 

Mr. Conant. Not entirely incorrect. Legally they are not* required 
to pay gold for rupees. They have the option; but they have, in fact, 
been doing it — been paying gold for silver under that option, just as 
the Bank of France does. 

Senator Beveridge. Then, under your bill, the government is not 
compelled to redeem these pesos at 50 cents in gold? 
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Mr. Conant. No; it has the option, as the bill stands. 

Senator Beveridge. If it refuses to redeem them at 50 cents what 
will occur? 

Mr. Conant. It would depend upon the circumstances attending the 
refusal. 

Senator Beveridge. If it refuses because it does not have the gold? 

Mr. Conant. If it refuses because it does not have the gold it would 
probably cause a considerable depreciation; but I am assuming their 
refusal for other reasons. 

Senator Beveridge. What other reasons? 

Mr. Conant. That the gold was not asked for for a legitimate com- 
mercial purpose — that it was asked for for the purpose of hoarding. 

Senator Beveridge. Supposing a man came in with 25 pesos and 
wanted gold? 

Mr. Conant. I think he would get it. I do not* consider that option 
of much importance. 1 think if it is made mandatory that no evil 
results will follow; but. it was put in out of deference to the opinion 
of army officers with whom I conversed and other gentlemen over there 
who said that the Chinese would withdraw gold largely for export to 
China for the purpose of hoarding it. 

# 

NOT PURELY A GOLD BASIS. 

Senator Beveridge. Then it is not legally on a gold basis? 

Mr. Conant. Not to the extent that Great Britain is. It is only to 
the extent that France is. 

Senator Beveridge. It is legally not on a gold basis at all? 

Mr. Conant. It depends on your definition. 

Senator Beveridge. Where the holder of your silver peso that you 
propose to issue does not have a legal right to exchange it for gold, 
that peso is not on a legal gold basis, is it? 

Mr. Conant. Not purely and absolutely a gold standard, no; but it 
is equally under the gold standard as France. 

POWERS OF MINISTER OF FINANCE. 

Senator Beveridge. It depends, then, as to whether the parity would 
be maintained purely upon the absolutely accurate judgment of what 
you call the minister of finance who handles it? 

Mr. Conant. No; I should hardly agree to that. 

Senator Beveridge. For instance, you said, Mr. Conant, that if it 
was refused because there was not gold, then there would be a great 
depreciation; if it was refused because the} 7 wanted to prevent hoard- 
ing, then there would not be any depreciation. The minister himself 
is a person who exercises that — you call him the minister, although we 
have no such officer, but we understand what vou mean 

Mr. Conant. Judge Ide is the secretary of justice and finance. 

Senator Beveridge. Well, all right. He determines, or the Com- 
mission determines for itself, what reasons they have for declining to 
redeem the pesos in gold ? 

Mr. Conant. Yes. 

Senator Beveridge. And therefore the maintenance of the parity 
of these pesos depends absolutely upon the good judgment exercised 
by the minister or the Commission, does it not? 
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Mr. Conant. No; I can not agree to that. I think the limitation of 
the quantity to the current use in trade would affect the parity very 
largely. You know what occurred in France 

Senator Beveridge. Yes: I am fairlv familiar with what occurred 
in France. 

Mr. Conant. Won ? t you permit me to put in my answer what I 
wish? 

Senator Beveridge. Yes. 

CONDITIONS IN FRANCE. 

Mr. Conant. When the war with Germany broke out, the French 
Government authorized the immediate suspension of gold payment 
at the Bank of France, and no gold was thereafter paid, but the note> 
of the Bank of France only depreciated at the maximum, 2£ per cent, 
and ordinarily less than that. For domestic purposes there was prac- 
tically no departure from parity. 

refusal to pat gold under certain conditions would not affect 

PARITY. 

And so in the case of the Philippines a refusal to pay gold under 
certain conditions I do not think would affect parity. It might raise 
the price of foreign exchange a fraction, and it might be necessary to 
go to the banks to get gold instead of to the treasury, but so far a? 
causing any general depreciation of the currency is concerned I do not 
think it would occur. 

Senator Beveridge. Suppose, Mr. Conant, that the idea should 
become spread abroad that the government was not going to redeem 
its pesos in gold, just as an idea gets abroad that a bank will not be 
able to maintain its payments, perhaps; and here come several nien 
from Iloilo with silver pesos they wish redeemed in gold, and several 
men from San Fernando with pesos they wish redeemed, and a num- 
ber of men from Dagupan, other men from other towns with pesos, 
and the minister of finance makes up his mind that these men are sim- 
ply wanting gold in order to hoard it, and therefore he declines to 
redeem in gold the pesos they present. 

Now, the effect of such action as that, even if it were true that that 
was their purpose, would be precisely the same, would it not, as if he 
refused to redeem the pesos because he did not have the gold? 

Mr. Conant. No; I do not think so. 

Senator Beveridge. Do you not think the news would travel 
immediately all over those islands, as those rumors do any place, even 
here in our own country, that the money held by the people is not 
worth what it said it was worth on its face? 

Mr. Conant. Do I think the rumor would spread? It might 
spread, yes. 

Senator Beveridge. Would not that depreciate the money? 

GOLD SUSPENSION WOULD NOT AFFECT THE VALUE OF THE SILVER 

COIN8. 

Mr. Conant. It would depend altogether on circumstances. It 
might and it might not. The mere fact that a gold suspension occurred 
would not necessarily affect the value of the coins in exchange if the 
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quantity was not excessive. It would affect it among the exchange 
brokers to the amount of a fraction, because they would have to seek 
gold elsewhere. But if you assume that a minister would deliberately 
act with very bad judgment and in violation of what would be the best 
course under the circumstances, 3 r ou could hardly frame any system 
under which evils would not occur; but a mere error of judgment, 
which he could correct and would correct, I do not think would affect 
the parity of the coins, certainly not for domestic transactions. 

The Chairman. You cited the example of France as an illustration. 
Will you also cite the example of the United States as an illustration ? 
We suspended specie payment during the war. 

Mr. Conant. The effect was different in the United States from what 
it was in France. 

The Chairman. Why? 

Mr. Conant. Here we issued a Government currency rather than a 
banking currency; but that of course was only one element in the 
matter. 

CREDIT OF BANK OF FRANCE. 

The Chairman. In other words, the Bank of France had such credit 
and had the confidence of the people to such a degree that they could 
issue paper almost ad libitum and circulate it? 

Mr. Conant. The limits on the quantity had a good deal to do with it. 

The Chairman. Not very much, because they issued paper to 
4,000,000,000 francs. 

Mr. Conant. But that took the place of silver and gold 

The Chairman. 1 say they largely increased their issues, and yet 
the depreciation was only 2£ per cent. 

GOOD CREDIT OF PHILIPPINE GOVERNMENT ASSUMED. 

Mr. Conant. I am assuming that the Philippine government will 
have a good credit. If it sets out to wreck its credit, of course, it can 
be done. 

REGULATION OF BANKS. 

The Chairman. You wanted to say something about the regulations 
of banks. Were those provisions prepared under your guidance, or 
had you knowledge of those sections? 

Mr. Conant. Yes; they were prepared in a variety of ways. Sena- 
tor Lodge was consulted, and Judge Magoon, of the War Depart- 
ment, had much to do with them, and some of those were gone over 
at Manila; but they were much revised after I returned from Manila 
through the suggestions of Senator Lodge, Mr. Magoon, and Secre- 
tarv Root. 

The Chairman. You said you wanted to go to that question. I 
would be glad now to have } 7 ou say what you wish to say about those 
points. 

MONOPOLY BANK WITH BRANCHES DESIRABLE. 

Mr. Conant. I do not wish to say any more than the committee wish 
to hear on that. I was going to speak briefly in reference to your sug- 
gestion yesterday, that a monopoly bank be established in preference 
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to several banks, and I agree with you that a very large bank with 
ample capital and many branches would be a more effective competitor 
of the foreign banks than small banks would be. I doubt, however, 
the wisdom of chartering a single bank or creating an absolute monopoly, 
because I think if it was a private share corporation you would find 
that thev would onlv go so far as thev were sure of a conservative 
profit. That is, they would not do all they could to foster the industries 
of the islands and do as much as several competitive banks would do. 

BANK OF FRANCE. 

In France it was found necessarv in the renewal of the bank charter 
in 1897 for the Government to compel the Bank of France to establish 
more branches than they had, because they would only establish a 
branch where they were satisfied that there was a profit. While they 
have a great many branches and subbranches, there are a very f ew 
which show a loss, but in the last charter, passed in 1897, I think it 
was provided that the bank should establish a bank in every department. 

You would run up against that evil of monopoly if you had onty a 
single bank, and that would not do for the development of the indus- 
tries of the islands all that competitive banks might do. I should 
think it very desirable that there should not be too many competitive 
banks, because it would deprive them of all profit and the}" would not 
be strong. 

LEAST SAFE MINIMUM OF CAPITAL. 

In putting in the bill the suggestion that a minimum capital be half 
a million dollars I adopted that as the very least safe minimum. I 
would prefer that anv bank established there should have a much 
larger capital— $1,000,000 or $5,000,000, perhaps— but I did not believe 
that Congress would be willing to sanction such a provision, and I do 
not believe they would sanction a monopoly bank. If you wish to 
change that capital to two million or three million or even five million 
of course you would confine the business to very strong banks. But 1 
question whether a single monopoly would be desirable on the whole. 

Senator Beveridge. Why not? 

Mr. Conant. For the reason I have stated. It would not meet the 
needs of the expansion of the islands with the same readiness that 
competitive banks would. If they would limit themselves to the towns 
in which they could do a conservative business and make a sure profit, 
there probably would not be the banking facilities afforded the peo- 
ple, the banking facilities that would be desirable for building up the 
islands. 

BRANCH BANKS. 

Senator Beveridge. If the branches would not yield them a satis- 
factory profit in the towns on the outside in case of one large bank, 
what makes you think that smaller banks could afford to go out into 
those towns? 

Mr. Conant. They might not; but a bank might establish a bank 
in a town as a matter of public policy, with a view of developing its 
future business, even though it made a slight loss — I do not mean an 
actual loss by bad debts, but I mean the clerical expenses 
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Senator Beveridge. The clerical expenses of one great bank estab- 
lishing a branch would be less than the expenses of establishing a sepa- 
rate bank in a town. 

Mr. Conant. I am not recommending separate banks in separate 
towns. On the contrary, every one established should have headquar- 
ters in Manila. But I would not shut it up to one bank. I would have 
two or three institutions. You have your English banks there, and the 
very first thing that an American bank perhaps would do would be to 
make a pool with the English banks. 

Senator Beveridge. If you had three American banks they would 
make a pool. 

Mr. Conant. I think they w^ould be less likely to. 

BANKS OF ISSUE DESIRABLE. 

Senator Lodge. Do you think it is necessary for us to have banks of 
issue? 

Mr. Conant. Yes; 1 think it is desirable, because the currency there 
is deficient, and whatever currency you adopt, whether you have free 
coinage of silver or the Mexican standard or the proposed plan of the 
Commission, you have as your unit one of these silver coins; and it is 
very inconvenient to carry on any considerable transaction, or even to 
carry about $10 in that silver money. There is already the Spanish- 
Filipino Bank, with issues of 2,000,000 pesos; but that is very inade- 
quate, and so inadequate that in spite of its efforts to reduce its issues 
to the amount of its capital it has found it almost impossible to get in 
its issues. Most of the notes are very worn and dirty from the fact 
that they have been out a long time. They can not get them in because 
the people who hold them know that if they are paid in the} 7 will be 
cancelea. 

MONET DENOMINATIONS. 

The Chairman. What are the denominations ? 

Mr. Conant. The smallest denomination is 5 pesos. 

The Chairman. And the largest? 

Mr. Conant. They run up to 100 pesos, 1 think. 

The Chairman. Are they generally of small denomination or do 
they run up to hundreds? 

Mr. Conant. They have them of 100 pesos. 

The Chairman. Not above that? 

Mr. Conant. I think that is the maximum. It is set forth here in 
the testimony of the manager. 

Senator Lodge. Do you think that would be better than to have 
the Government issue silver notes? 

government should issue silver notes. 

Mr. Conant. I think the Government should issue silver notes, but 
I think thev should have banks of issue also. 

Senator Lodge. Do you think it would be a good thing for the Gov- 
ernment to issue notes against the coin ? 

Mr. Conant. Yes; that is embodied in the plan. 

The Chairman. All these notes and all this silver, so far as any 
plan is developed here, must be manufactured and coined in our 
country ? 
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Mr. Conant. No; the silver can be coined at the mint in Manila. 
The Chairman. How much of a mint have thev there ? 
Mr. Conant. They have quite an establishment. The machinery is 
inadequate, however. 
The Chairman. Did you examine the mint i 
Mr. Conant. No. 
The Chairman. Did you look into it? 

MINT IN MANILA. 

Mr. Conant. Yes; I saw it. It is an. old Spanish building, like all 
of their buildings, two stories high, and the basement of the lower 
story is used for stabling and such things. Not being a technical 
expert, I did not examine the machinery, but there was a report made 
by an official, an expert in such matters, which is appended, I think, 
to the first report of Governor Taf t for 1900, which sets forth what 
machinery they have. Mr. Roberts, Director of the Mint, went over 
that report and made a memorandum of what new equipment would 
be required to coin several million dollars' worth of pesos a year. Of 
course, at the beginning, if you needed 40,000,000 pesos in two or 
three years that mint could not coin all that money. A considerable 
part of it would have to be done in the United States, but some could 
be done in Manila, or subsidiary coinage could be done there, and 
having once started, subsequent coinage could be taken care of at the 
Manila mint. 

COST OF EQUIPMENT OF MINT. 

Mr. Roberts, I think, estimated that it would cost $100,000 for 
machinery to equip the mint so as to coin several million dollars a 
year, and the salary list would be about $100,000 according to his 
estimate. But I pointed out to him that the wages of all the subordi- 
nates would be smaller in the Philippines than in this country, and 
that he had computed the wages of all of them at such rates as $720 
for messengers and $1,200 for clerks. They would not be half that 
amount in Manila. This would reduce the annual cost of maintenance 
to perhaps $75,000. His impression was against it on the ground of 
economy, but I think that on other grounds it would be a verj r good 
move; it would have a good political effect among the Filipino people 
to have their own mint. That, I think, was very decidedly the opin- 
ion of Governor Taft. 

The Chairman. I would establish a mint there for certain coins. 
Now, these minor coins, of which I take it you recommend a large 
number 

minor coins. 

Mr. Conant. There is no specified amount recommended. That is 
left to the discretion of the Commission, but the assumption is that 
they will coin a good many. 

The Chairman. But you think they should have a very large 
quantity ? 

Mr. Conant. Yes. 
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SMALL COINS DESIRABLE. OU«J 

There was some discussion in the Philippine Commission when I was 
in Manila in regard to the need of a half centavo, which would equal 
a quarter of a cent in gold. Seiior Legarda, Dr. de Tavera, and Sefior 
Luzuriaga, the Filipino members of the Commission, discussed the 
matter among themselves, and they agreed that the centavo was a suf- 
ficiently low unit. I ought to say that in drawing the bill provision 
has been made that the 5-centavo piece shall be the same as our nickel 
and that the centavo piece shall be a half larger than our cent. They 
are accustomed to rather large coins. It would not really make the 
circumference very much greater, but somewhat larger. Our cent is 
quite a small coin. 

The Chairman. Our modern cent is about the size of a nickel, but 
it is not quite so heavy. 

Mr. Conant. You will find if you compare the American law with 
what is in the bill 

PHILIPPINE COMMISSION SHOULD HAVE WIDE DISCRETION IN FINANCIAL 

MATTERS. 

The Chairman. Should not the size be left to the Commission ? 

Mr. Conant. I did not suppose you would propose to give the Com- 
mission that much power. It was a subject of discussion over there. 
The more discretion you give the Commission, however, the better, 
in my opinion. 

The Chairman. However, that is a matter of detail. 

ONE BANKING ISSUE PRACTICABLE. 

Senator Lodge. As to banks, Mr. Conant seems to think we ought 
to have a bank of issue there as well as silver notes issued by the 
Government. 

Senator Beveridge. That was running through my mind. Would 
it be practicable, Mr. Conant, for one bank of the magnitude that we 
have talked about in these hearings to make all the issue of notes that 
was required for the business interests of the islands? 

Mr. Conant. You say would it be practicable? 

Senator Beveridge. Yes. 

Mr. Conant. Yes, certainly, if the notes were issued under suffi- 
ciently favorable conditions. 

Senator Beveridge. If that bank had branches throughout the 
Philippine Islands and also branches at all the treaty ports of China, 
so that a common bank note of that bank would circulate in all of the 
business centers of the Orient, would that have a beneficial effect on 
the American trade in the Orient? 

Mr. Conant. A very considerable beneficial effect, I should say, 
because that note would form a sort of gold exchange if it was redeem- 
able at par at the branches. You know the English banks do not pur- 
sue that method. 

ENGLISH BANKS IN THE EAST. 

Senator Beveridge. I know they do not. 

Mr. Conant. The headquarters of the Hongkong and Shanghai 
Bank issues notes stamped as being issued at Hongkong, and they are 
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redeemable there at par in Mexican silver. The same thing is done 
by the branch of the bank at Shanghai, and the same thing, by the 
way, could be done at Manila, so far as their charter regulates it, but 
it never ha> been done because their whole limit of issue is absorbed 
in China. But take any branch away from Hongkong and you will 
find that a Hongkong note is not redeemed at par. They charge a 
commission for redeeming it. 

Senator Beveridge. Thev redeem it by the exchange measured by 
the cost of transporting that amount of silver? 

Mr. Coxaxt. Yes: that is. they treat their branches as independent 
banks in the matter of redeeming notes instead of one homogeneous 
whole. I think the issue of American notes will be very useful in pro- 
moting American trade. 

HIGH LIMIT OK CAPITAL OF BANKS WOULD KEEP OUT SMALL BANKS. 

Senator Lodge. Would not putting a high limit on the capital of the 
bank tend to prevent small and feeble banks from going in there? 

Mr. Coxaxt. Yes. sir. 

Senator Lodge. And practically reduce the competition, if there 
was anv, to two or three banks i 

Mr. Coxaxt. Yes. 

AT LEAST OXE MILLION CAPITAL FOR BASK. 

Senator Lodge. Suppose we had a bank with a million dollars cap- 
ital — I think $500,000 is too low— that we should require a national 
bank with at least $1,000,000. Do vou think there would be more 
than one or two banks go in there? 

Mr. Coxaxt. No. I contemplated that the Commission themselves 
would make such a regulation — that they would not approve the 
charter of a bank with any less capital than one or two million dollars; 
but it would be easier, perhaps, in dealing with the law-making power 
to fix a lower limit. 

The Chairman. I do not think a million dollars would be too high a 
limit. 

Mr. Coxaxt. There is no doubt the bigger the bank the better it can 
compete with foreign banks. 

NATIONAL BANK. 

Senator Lodge. Then why is it not enough to authorize a national 
bank of that capital to go in there? 

The Chairman. Would vou make it a national bank? 

Senator Beveridge. No; not a national bank, simply a "bank." 

The Chairman. Authorize them to charter banks with a capital of 
not less than a million dollars each. 

Senator Lodge. And put a very stiff reserve on them. The Spanish 
bank, I believe, has a very small reserve required. 

Mr. Coxant. I think it is 25 per cent of their note issues. I think 
there is no reserve required against deposits. 

The Chairman. There is not. It is only against the note issues. 



811 

CURRENCY IN THE PHILIPPINES. 87 

ONE OB TWO STRONG CORPORATIONS PREFERABLE TO SMALLER ONES 

FROM THE STANDPOINT OF TRADE. 

Senator Lodge. As 1 understand Mr. Conant, he thinks it will be 
much better for American trade in the Orient to have one or two 
strong corporations rather than a number of small ones. 

Mi\ Conant. Yes; as I have said, I think they ought to have at 
least a million dollars capital, and it would be better to have the capital 
several million dollars. I have already stated my reasons for thinking 
it would not be well to limit banking powers to a single corporation. 
I do not know whether Senator Lodge was here when I made that 
statement. 

Senator Lodge. Yes; I heard that. 

The Chairman. Is there anything else you wish to suggest? 

note issue. 

Mr. Conant. I do not know whether any argument is necessary in 
respect to the privilege of note issues by the banks which are to be 
authorized. 

The Chairman. I think we will provide for some note issue. 

Mr. Conant. On some different basis from United States bonds? 

Senator Lodge. Oh, yes. 

The Chairman. Of course it would be a different basis from that. 

Mr. Conant. Of course, eveiybody understands that that would be 
absolutely futile, that they would never issue a note if United States 
bonds were required. I have provided, I think, quite elaborate safe- 
guards. 

Senator Lodge. Yes; I think those sections are good. 

Mr. Conant. They would be stronger if you made the capital limit 
higher. There is a difference between authorizing note issues by small 
banks of capitals of $25,000 and $50,000 and banks with large resources. 
I think they are safe in both instances, but you can make a distinction 
in favor of the larger banks as against those small banks. That is dis- 
cussed in my report. I do not know whether you care to have any- 
thing further put in the record in regard to it. 

ACCOUNTS OF ARMY OFFICERS AND THEIR DEPOSITS OF FUNDS. 

There are one or two points mentioned in the report which perhaps 
I should call attention to. One is in respect to the accounts of army 
officers and their authority to make deposits of public funds. 

Mr. Chairman. We h^ve gone into that quite fully. 

MORTGAGE BANKS. 

Mr. Conant. Then there is the matter of mortgage banks. Have 
you examined those provisions ? 

The Chairman. I have looked into that. In your scheme you 
authorized a commercial bank to utilize one-quarter of its assets in that 
direction, and that might be safe enough. 

Senator Beveridge. I was going to say why was not that a good 
thing? 
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*, The Chairman. 1 do not know about these mortgage banks; it may 
be all right after a little while. 

Mr. Conant. There is a great demand for them. In nearly every 
province Governor Taf t went into he said that the people, when asked 
what they wanted, replied that they wanted a mortgage bank. The 
question arose, however, at the War Department, how far the Gov- 
ernment would permit the alienation of lands where titles were given 
to the inhabitants. 

TITLE TO LANDS. 

There are a good many provisions in there in regard to the taking 
up of lands where the title is not clear and where it has been occupied 
by a native for a long time. The question arose whether a native 
snould be permitted to alienate that land before a long term of yea 1*8 
had elapsed, and one provision was drawn that there could not be any 
alienation. But I contend it should be done under certain circum- 
stances — for instance, to supply tools for improved farming. The 
loan would have to be made by a bank owned by the Government or 
under Government supervision, under such provisions as would insure 
the use of the money for the tools and prevent the squandering of it. 

Senator Beveridge. I remember the clause on that subject. We 
have considered it. It is that if, through any mortgage or chang-e of 
ownership, land should come into possession. the} r should sell the land 
in five vears. 

Mr. Conant. The corporation should sell them ? 

Senator Beveridge. Yes. 

Mr. Conant. That would only apply when there was default on the 
mortgage. It would not apply when the mortgage was established. 

The Chairman. Maybe it is a wise thing to establish a mortgage 
bank there, but I should be afraid of it. 

GUARANTEE TO AMERICAN INVESTORS. 

Mr. Conant. Whatever is put in the bill on that subject is intended 
only as a guarantee to American investors. So far as the protection 
of the natives is concerned, I think that would better be left to the 
Commission. Those provisions in there would fairly protect the 
investor. They limit the percentage to be loaned, and so on. 

Senator Lodge. Those are good provisions if we go into that at all. 

The Chairman. Is there any other suggestion } r ou wish to make '( 

Mr. Conant. I do not know that there is anything particular, if the 
committee hasn't any suggestions. Of course, what I have said about 
banking has been very incomplete and fragiqpntary. 

The Chairman. 1 think it is what we wanted to know — vour views 
on the subject. 

Adjourned, 



CURRENCY IN THE PHILIPPINES. h / 89 

813 

War Department, 
Washington, April 10, 190%. 

Sir: I have the honor to forward you herewith, for such considera- 
ion as you may deem proper, papers in relation to the exclusive right 
f the Banco Espanol-Filipino to issue circulating notes in the Philip- 
pine Islands, forwarded to this Department b} r Mr. Charles A. Conant, 
rho recently appeared before }^our committee on the subject of bank- 
ng* and currency. 

Very respectfully, Elihu Root, 

Secretary of War. 

Hon. H. C. Lodge, 

Chavnnan Comrn ittee on the Philippines, United States Senate. 



63 East Fifty-ninth Street, 

New York, April 5, 1902. 

My Dear Sir: I have sent to you under another cover a report from 
ihe insular government on the right of the Spanish-Filipino Bank at 
Manila to the exclusive privileges which are claimed for it under the 
concessions granted b}' the Spanish Government and under the treaty 
of Paris. The document appears to have been forwarded to me b} r 
Grovernor Taft for my examination. It seems to me that its bearing 
upon pending legislation should justify its immediate transmission to 
Congress and its printing as a public document. 

Without going at all into the merits of the claim put foith by the 
Spanish-Filipino Bank, 1 think that, for business reasons, it would be 
regrettable if the bank should be directed to retire its circulation abso- 
lutely at an early date. The notes of the bank are an important instru- 
ment of credit and exchange in the Philippines, and their withdrawal, 
without the provision of a proper substitute in the form of paper cur- 
rency, would be likely to compel the bank to restrict its credits in a 
drastic manner and thereby bringembarrassraent and perhaps distress 
and panic to the business of Manila and the Philippines. 
Very respectfully, yours, 

Charles A. Conant, 
Special Commissioner on Coinage and 

Banking in the Philippine Islands. 

Lieut. Col. Clarence R. Edwards, 

Division of Insular Affairs, War Department, 

Washington, D. C. 
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Letter from the honorable the secretary of finance and justice to th 
directors of the Banco Espanol- Filipmo, submitting statement <>f 
conditions which, in his opinion, should govern the issue of circu- 
lating notes in tlte Philippines. 

United States Philippine Commission, 

Manila, 1\ Z, September %h 1901. 

My Dear Sirs: The subject of legislation upon the banking system 
of the Philippine Islands is likely to be taken up at the next session 
of the Congress of the United States, which begins in December. 
Instructions have already reached the civil government from the War 
Department to prepare suggestions* on this subject and especially to 
adopt measures which will insure the safety of public funds and of 
all notes which may be allowed to circulate as money. 

It seems dersirable to the insular government that the regulations 
governing similar classes of banks in these islands, and especially the 
regulations governing the issue of circulating notes, shoula, as nearly 
as possible, be uniform and should apply not only to your bank, but 
to any other which may be established here. The change in condition* 
is such, since the transfer of sovereignty in these islands from Spain 
to the United States, that there is a strong demand for American banks 
and for the issue of circulating notes upon the American system. 
There is no desire to infringe upon the privileges of your institution 
so far as they are compatible with commercial interests and the gov- 
ernment of these islands. It is probable, however, that the Congress 
of the United States will refuse to consider the privilege of note issue 
pertaining to your establishment to be exclusive. 

The subject of enacting a uniform banking law is likely to be con- 
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idered at Washington, whether the insular government so advises or 
tot, but I think I may safely state that any regulations governing 
tanks will be enforced with absolute impartiality and with the same 
ig"or upon new banks as upon old. 

In view of these considerations, 1 desire to submit to you a state- 
flent of the conditions which, in my opinion, should govern the issue 
>f circulating notes in these islands. It is understood that any such 
ug'grestions must have the ratification of the executive government at 
Washington and the Congress of the United States before they can 
>e embodied into law, and it is not in the power of the insular govern- 
nent to assure you positively that these suggestions will be enacted 
ntp law. It will be obvious to you, however, that agreement between 
;he representatives of your establishment and the insular government 
ipon recommendations to the War Department at Washington will 
3e more likely than the absence of such agreement to secure what is 
lesired. 

The conditions which 1 believe should be accepted by your bank in< 
regard to the issue of circulating notes are conditions which for the 
most part govern all banks of issue in the United States and are sup- 
ported by official and public opinion in that country. The conditions 
which I therefore suggest for your consideration are these: 

The privilege of issuing notes to circulate as money shall not be 
limited to anv one bank. 

The total amount of circulation shall not exceed the total amount of 
the paid up capital. 

The circulating notes shall have a prior claim over all other obliga- 
tions of the bank, in case of failure or liquidation, except obligations 
to the Government of the United States or that of the islands. 

Bonds of the United States or of the insular government to the 
amount of $50,000 shall be deposited by the bank in the custody of 
the insular treasury or the Treasury of the United States, as may be 
prescribed by Congress or the insular government. This is in accord- 
ance with the national banking act of the United States, which 
requires any national bank issuing circulating notes to deposit such 
bonds to the amount of 25 per cent of its authorized capital, but such 
deposit need not be more than $50,000. These bonds remain the 
propert} 7 of the bank while in the custody of the Treasury. The inter- 
est upon them is regularly paid to the bank bv checks upon the 
Treasury at Washington, but in case of failure the bonds would be 
sold in the open market and the proceeds of such sale used as a part 
of the assets of the bank for paying its notes. The proposition here- 
with submitted to you is much more generous than that extended to 
banks in the United States by the American law, which requires bonds 
to be deposited in the Treasury to the full face value of the circulating 
notes which are issued. It is recognized that this requirement of 
American law would subject you to a larger investment in such bonds, 
than you desire to make. A more liberal system of note issue is T 
therefore, proposed in the case of your bank than that prescribed for 
banks in the United States, and a liberal system in this respect may 
be recommended in regard to other banks established in these islands, 
but not in any case more liberal than the proposition submitted in 
respect to your establishment. 

All notes shall be issued by the Comptroller of the Currenc} r at 
Washington and plates and dies for making notes shall be in his cus- 
tody in order to prevent issues in violation of law. 
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The notes shall not be legal tender. 

The circulation actually outstanding shall pay a tax of one-half of 
1 per cent per annum. 

All banks shall be subject to such additional taxation as ma3" be pro- 
vided by general laws. 

A cash reserve shall be held against notes outstanding equal to '21 
per cent of the total amount of such notes, but half of such reserve 
may consist of gold bills upon foreign countries or deposits in domes- 
tic or foreign banks having the sanction of the insular government. 

Of this reserve of 25 per cent the bank shall keep one-fifth, amount- 
ing to 5 per cent of its outstanding circulation, in the custody of the 
Comptroller of the Currency of the United States, or his representa- 
tive in the Philippine Islands, for the purpose of redeeming notes 
which may be received for public dues or from other banks. 

The bank shall, if requested by the insular government, enter into 
a clearing agreement with other banks in the Philippine Islands for 
the mutual exchange of obligations. 

You will observe that the requirements regarding the cash reserve 
are less severe than the Spanish law now in force, which requires that 
the reserve be held entirely in idle cash in the vaults of the bank. 

There are certain other conditions relating to the making of reports, 
the right of visitation, and similar matters of supervision which will 
probably be enforced upon all banks by American law, but as they 
have to a large extent been enforced by Spanish law and would not 
affect your earnings or financial condition, I do not think it necessary 
to enter more specifically into them at this time. 

If these conditions are acceptable to your establishment, I am will- 
ing to make a recommendation to the Government of the United State* 
that the limit of } T our circulation be fixed at an amount exclusive of 
that portion of your issue prior to the year 1884 which has not been 
presented for redemption, provided that you pay a part of the face 
value of such outstanding issue into the insular treasury, such pay- 
ment to be held only as a guaranty for th j redemption of the note* 
in case they are presented. If the other conditions which 1 have sug- 
gested are acceptable, I shall be glad to discuss with you in more detail 
the arrangements regarding the taking up or cancellation of your old 
issue. 

I would be pleased, if agreeable to you, to have a response at the 
earliest practicable moment to this communication, as a representative 
of the War Department specially charged with the consideration of 
coinage and banking is now in the city and desires to leave before the 
<close of the present month. 

Very respectfully, yours, Henry G. Ide, 

Commissio?}er. 

The Directors of the Banco Espanol-Filipino, 

Manila, P. L 
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etter from the directors of the Banco Fspanol- Filipino asking that 
a cUty he designated when they, accompamed by delegates of the share- 
holders of ths bank, may call to discuss the charter of the bank. 

Manila, November 19, 1901. 
[on. Henry C. Ide. 

Deae Sir: We shall be much obliged if at your convenience you 
r ould fix an hour on am' suitable day when we can call on you, accom- 
anied by the delegates of the shareholders of the bank, in order to 
iscuss the question of the charter of the bank. 

Very respectfully, yours, Venancio Balbas. 

Jose de la Rosa. 



Secretary of finance and justice designates November 22 as the day 
'or the directors and delegates of shareholders to call to discuss the char- 
er of tlie Banco Espanol- Filipino. 

Department of Finance and Justice, 

Manila, November W, 1901. 

Che Directors of Banco Espanol- Filipino, 

Manila, P. I. 

Gentlemen: Replying to your letter of the 19th of November, 
requesting me to fix an hour on any suitable day when you might call 
upon me, accompanied by delegates of the shareholders of your bank, 
to discuss the question of the charter of the bank, I beg to inform you 
that 1 shall be pleased to meet you and the other gentlemen referred 
to in my ofBee in the ayuntamiento at 9 o'clock in the morning of Fri 
day, November 22. 

Very respectfully, Henry C. Ide, 

• '< l '• ' ; - • Secretary of Finance and Justice. 
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Interview between, the honorable the secretary of finance and justice 
and Senors Balbas and Larosa, managing directors of the Banco 
Espanol- Filipino and committees appointed by shareholders of that 
bank consisting of Sefiors Alonzo ana Oso^rio and their attorney, Mr. 
Marple. 

Ayuntamiento, Manila, November 2%, 1901. 

Judge Ide. Gentlemen, what you wish to talk about are the mat- 
ters expressed in a letter datecj September 24, 1901, which I addressed 
to the directors of your bank? 

A. Yes, sir. 

The Attorney. I purposely came late, not out of disrespect, but I 
knew that the managing directors, Senors Balbas and Larosa, could 
express themselves so as to be understood. My understanding was 
that this conference is purely an informal one for an exchange of ideas 
between the representatives of the bank and yourself before making 
any matter of record at all, and with the idea that we might come 
together with some feasible plan, in which case, with} T ourcooperation ? 
we will address you, in writing, a plan which, if you could approve, 
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would facilitate matters very much. The first question that present 
itself to the bank, and which the communication does not seeiii to gfr> 
the force to that the stockholders and the bank officers place upon it. 
is the exclusive right which the bank enjoys, as of course you are 
aware, under its charter and the code of commerce, of issuing paper 
money. Now, we thought that perhaps that question had better be 
taken up first, and would like, if possible, to agree upon the effect 
given to that. The Spanish counsel of the Bank of Spain long ago 

fave it as his opinion that that was a right which, under the treaty of 
'aris and general principles of international law, would be unque>- 
tionably recognized by the United States, and I have expressed the 
•same opinion. The value of it to the bank has been great, and 
unquestionably would be in the future. Now, the letter, although 
referring to that, of course does not clearly raise the question, and 
that is the object, 1 take it, of the delegation here, to obtain, if 
possible, an idea as to the position of the Government in treating with 
the bank on this subject, because this letter in asking us to practically 
forego that privilege expressly states that whatever provisions madV 
by the proposed law would be open to all other banks, and I think 
the meeting of the delegation is with the idea to really impress upon 
you what we hold to be the sovereign right of the bank; tnat it is an 
asset, and is a right which the Government should consider in asking 
us to conform to the proposed law. 

Judge Ide. If that position is correct, it would follow that the Gov- 
ernment of the United States would have no power to exercise one of 
the highest governmental functions in these islands for many 3~ears. 
and that the needs of the islands for a circulating medium in the form 
of a convenient currency that is entirely different from the heavy and 
bulky silver, which is impracticable for large commercial interests, 
could not be met; silver would be the only currency available here for 
a long series of years, except the limited issue of notes by your bank. 
It would be the perpetuation of not only a monopoly which is alien to 
the principles of our Constitution, but the perpetuation of a monopoly 
which partakes of the functions of the Government itself. The Con- 
stitution of the United States forbids any State to coin money, and 
under the decision of the Supreme Court substantially the whole matter 
of a circulating medium that should be good throughout the country 
is in the hands of Congress. But the issuance of currency was regarded 
as so vital a function of the Government that so»far as coinage is con- 
cerned it was provided for in the Constitution, and the laws of Con- 
gress have regulated it so far as circulating notes are involved. 

Now, it did not seem to me, nor to any of the Commission, that 
there was anything in the treaty of Paris that bound the United 
States Government to hand over one of the functions of government 
to any corporation in these islands, and when our sovereign power 
came in here, while it recognized under the treaty existing corpor- 
ations, it did not thereby recognize the right of exercising the functions 
of government in any such corporations or institutions. The Govern- 
ment has the right, and under repeated decisions of the courts of last 
resort it has been held^to have the right, to regulate banking. We 
had that question in another form raised in the laws that were passed 
here with relation to the examination of banks, reports by banks, and 
penalties for failure to make adequate reports or for failure to give 
the examiners access to all books and papers necessary for the examin- 
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ition. It is manifest that if the whole terms of the charter of the 
Spanish-Filipino bank are operative to their full extent, including the 
natter of regulating, governing, taxing, inspecting, etc., there is 
lothing our Grovernment could do in relation to those subjects except 
Do follow the provisions of the charter. Upon the passage by the Com- 
mission of the laws referred to one of the banks appealed to the 
Administration at Washington. 

The question was referred to the proper officials and full report 
made. It was ruled that it was one of the fundamental functions of 
any government to regulate banks; one of the functions of government 
as much as the passage of laws against crime or enacting laws regu- 
lating navigation, shipping privileges along the coast, in the bays and 
harbors, and that the legislation that had been enacted here upon those 
lines was strictly in order, and also that it was a suitable $nd proper 
regulation of banking. Now, that did not involve the question that 
we are now speaking of, but it involved the principle that the estab- 
lishment, maintenance, and continuance of banks providing currency 
for the people is a governmental function of such character that the 

fovernment must regulate and control it within such bounds as it sees 
t. It has the power of taxation, also a fundamental power of govern- 
ment, and can impose heavy taxation upon banks and banking, and it is 
entire!} 7 legitimate for it to do so, as has been done more than once in our 
own country. The Government of the United States, notwithstand- 
ing the charters of the State banks, imposes a tax of 10 per cent upon 
circulating money issued by the banks of any State. This was done 
for the purpose of preventing any State bank from issuing currency. 
Of course, no State bank could issue money and pay 10 per cent; the 
tax is destructive of that element of banking; not destructive of banks, 
for any bank can carry on a banking business but can not issue cur- 
rency, and the consequence is that, instead of haying 30 or 40 different 
kinds of currency, we have paper that is of equal value in every part 
of the country and always at par. So we had thought that the regu- 
lating of banks, and especially the issuing of currenc} 7 , was a matter 
that was so governmental in its nature, partook so much of the power 
of the Government itself, that it was not the purpose of the treaty of 
Paris to interfere with the exercise of such a governmental principle, 
but it was to preserve the existing rights of corporations in the con- 
duct of their business, subject to such proper legislation as might be 
necessary and just to all. 

The secretary, or the chief of the bureau of insular affairs at Wash- 
ington, who has charge of insular matters quite largely, under the 
Secretary of War, telegraphed to us, after receiving the report of 
your bank, that it was considered unsafe to have so large an amount 
of paper issue outstanding with no personal liability on the part of 
the stockholders and with no deposit of any kind with the government 
as security for the paper money thus issued, and with no prior lien on 
any part of the circulating notes issued, they standing like any other 
debts of the corporation, like those of deposits of individuals, and that 
steps ought to be taken to put that circulating medium upon a safer 
basis, and suggesting such steps. That recommendation of the chief 
of the division of insular affairs was concurred in by the Comptroller 
of the Currency of the United States and likewise recommended by 
the Secretary of the Treasury of the United States. Upon receiving 
it I asked the managing directors to meet me, and the subject was 
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discussed informally, as we are discussing it now, because the purpose 
is not to invade any just rights of this bank, or to impair it, or cripple 
it. It is one of the institutions of the country, long established here, 
and entitled to protection; but the views of the authorities at Wash- 
ington being as I have stated, and the views held by the Commission 
being such as I have stated, still it was thought a great deal better to 
have a conference to see if this matter could be shaped without any 
friction or without drastic legislation; to see if it could be shaped in 
such manner that the rights of the bank could be protected and at 
the $am£ tinje # necessary safeguard thrown around the currency. In 
the conferences we had here it appeared to me. from the statements 
made bj^ the managing directors, that they were opposed to the prin- 
ciples of monopoly (I think the records disclose these statements), and, 
while they could not speak to bind their bank at all, did not undertake 
it. It had always seemed to them personally oppressive and unjust, and 
they stated that they would talk with the other stockholders interested 
with them on the subject. Was that understanding correct, Senor 
Balbas? 

Senor Balbas. I could not hear what you said. 

Judge Ide. What I said in substance was that in the conference that 
we had before, you stated that, while you were not authorized to speak 
for your bank, and did ndt speak for it, that personalty you did not 
believe in monopolies and did not think they ought to be encouraged i 

Senor Balbas. Yes. 

Judge Ide. Of course it is entirely alien to all American principles 
that anybody should have a monopoly of anything by law or by the 
operation of law. The constitutions of the States substantially all for- 
bid the granting of any monopoly, and it would be a very anomalous 
thing for us to violate the spirit of our constitution in that respect. 

The Attorney. Judge Ide, on that point, the force of your remarks 
I know are appreciated by the bank and the gentlemen present, because 
they necessarily have presented themselves to them in the considera- 
tion of this question. The bank recognized the right of the United 
States, necessarily, to determine the nature of the currency and the 

feneral banking conduct of the country as an element of sovereignty, 
do not think that the bank expects for a moment that the Government 
of the United States will allow this exclusive privilege to remain. It 
simply asks that, as a propriety right, guaranteed as we view it, bj T the 
treaty of Paris, if the Government does wish it to continue, let it take 
it, as it can other property, by right of eminent domain. 

For a sample on the question of monopoly, there is the opinion of 
the Attorney-General, Mr. Griggs, in his reports of 1890; there was 
a question of a so-called patent from the Spanish Government, granted 
after American occupation here; a monopoly, an exclusive license or 
patent for that which would not be patentable under the American 
laws, and Mr. Knox upholds the issue. 

Judge Ide. What was that opinion ? 

The Attorney. It was a patent concession for five years, for the 
application of steam in the treatment of hemp in the Philippines; no 
claim at all that it was an invention on the part of the patentee; but 
claimed that it had not at that time been introduced into Spanish terri- 
tory; and Mr. Griggs gave it as his opinion that the treaty protected 
any right which accrued and was lawful under Spanish laws, even 
though under American laws such a right could not exist and even 



CURRENCY IN THE PHILIPPINES. 8*w 1 97 

thousfh it was a monopoly. We realize that it will be deemed by all 
that the grant of the Spanish Bank was a legal one under the law, and 
one that could not be taken from the bank without compensation. 
Now, the general principle is that the change of sovereignty does not 
divest private rights, and it seems to be more manifest in this treaty 
than in anv other. We do not ask the Government of the United 
States to keep out other banks and allow us to change its currency 
principles, but we do think that in view of the general principles of 
the treaty and the opinion of the Attorney-General on this other con- 
cevssion, not only our property but our rights should be protected, and 
if the United States does not choose to continue us in this right, it is 
in equity and in law obligated to compensate us; and we have not 
come here to insist for a moment that we can offer obstacles to the 
development of the islands in the banking lines, but with the hope 
that this right, for which we have paid ver} T dearly in the past, would 
be recognized and some compensation made us. 

Judge Ide. Of course, 1 have stated very imperfectly the views that 
our Government might take as to the binding character of this exclu- 
sive grant. I have not undertaken to go into any exhaustive or 
general line of argument that might be pursued, but I am glad to have 
your views as expressed by Mr. Marple. Probably we have not the 
facilities at hand for discussing that subject, and if we had we could 
not bind anyone. This informal statement is all very well to enable 
us to see the two views of it for consideration. 

In the letter that was written, which is before me now, written to 
the bank authorities, there is a privilege suggested to be given to this 
bank greater than to any other bank in the Philippine Islands, in rela- 
tion to the currency issue. The national banks of the United States 
can not issue currency without purchasing bonds of the United States 
to the whole amount of the currency that they issue, as the law now 
stands, and depositing them with the Comptroller of the Currency as 
security fox 1 all bank notes that it may issue, so that no bad note can 

?et out in the United States. If the bank fails, it has, right there in 
Washington, bonds to secure every dollar that is out; but that is a 
somewhat strenuous provision for the banks, as they only get about 2 
per cent interest on the bonds they deposit; hence it is discouraging 
to the issue of currency. Now, the recommendation that the Commis- 
sion has made to the Secretary of War as to the establishment of 
national banks in these islands cloes not impose the rigid requirement; 
that is, it proposes that national banks shall be allowed here to issue 
bank notes to a certain extent, based upon their assets, without depos- 
iting bonds as security. In my letter to you it is suggested: 

The total amount of circulation shall not exceed the total amount of paid-up capi- 
tal stock. 

The circulating notes shall have a prior claim over all other obligations of the 
bank, in case of failure or liquidation, except obligations to the Government of the 
United States or that of the islands. 

Bonds of the United States or of the insular government to the amount of $50,0C0 
shall be deposited by the bank in the custody of the insular treasury or the Treasury 
of the United States, as may be prescribed by Congress or the insular government. 
This is in accordance with the national-banking act of the United States, which 
requires any national bank issuing circulating notes to deposit such bonds to the 
amount of 25 per cent of its authorized capital; but such deposit shall not be more 
than $50,000. These bonds remain the property of the bank while in the custody of 
the Treasury. The interest upon them is regularly paid to the bank by checks upon 
the Treasury at Washington, but in case of failure the bonds would be sold in the 
open market and the proceeds of such sale used as a part of the assets of the bank 
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for paying its notes. The proposition herewith submitted to you is much more 
generous than that extended to banks in the United States by the American law, 
which requires bonds to be deposited in the Treasury to the full face value of the 
circulating notes which are issued. It is recognized that this requirement of Ameri- 
can law would subject you to a larger investment in such bonds than you desire to 
make. A more liberal system of note issue is therefore proposed in the case of 
your bank than that prescribed for banks in the United States, and a liberal system 
in this respect may be recommended in regard to other banks established in these 
islands, but not in any case more liberal than the proposition submitted in respect 
to your establishment. 

The proposition recommended to the Secretary of War authorizes 
you to issue bank notes to the amount of the paid-up capital, and pro- 
vides that the old bank notes that you have outstanding, issued prior 
to 1883 or 1884, shall not be counted as a part of that issue. That is, 
if you have a million and a half paid-up capital you can issue one mil- 
lion and a half paper money, in addition to the money that was issued 
prior to 1883 or 1884. If the old paper comes in you take it up, can- 
cel it, and the result would be that gradually } 7 our circulating medium 
would be reduced to $1,500,000, except as to that old paper lost or 
destroyed. 

Senor Balbas. The intention of the bank is to have issued that 
§1,500,000, taking into account the two issues. 

Judge Ide. That your issue eventually shall be reduced to the 
amount of the paid-up capital. 

Senor Balbas. In that letter } 7 ou separate both issues. 

Judge Ide. That provision relating to $50,000 was based upon sec- 
tion 24 of the national-bank act of the United States (see 5159 of the 
Revised Statutes) which provides as follows: 

Every association, after having complied with the provision of this title, prelimi- 
nary to the commencement of the banking business and before it shall be authorized 
to commence banking business under this title, shall transfer and deliver to the 
Treasurer of the United States, as security for its circulating notes, any United States 
registered bonds bearing interest, to an amount where the capital is one hundred 
and fifty thousand dollars or less, of not less than one-fourth of the capital, and 
fifty thousand dollars where the capital is in excess of one hundred and fifty thousand 
dollars. 

Now, this suggestion here is right in line with the last clause^ that 
"where the capital is in excess of one hundred and fifty thousand dol- 
lars the deposit shall be fifty thousand dollars," and so you are placed 
in that respect upon an even basis with any United States bank that 
may be authorized to come here, and those bonds stand for a certain 
security for such bank notes as you may issue. Then if you issue 
bank notes above $50,000 in amount, under the laws pertaining to 
banks in the United States, you will be obliged to purchase bonds up 
to the amount of your issue; but it is not proposed to ask Congress to 
extend that feature of the national-bank act to your bank, but to pro- 
vide that you may bank upon assets to the amount of your paid-up 
capital, and to make the bank notes a first charge upon the assets of 
the bank, prior to the depositors, stockholders, or anybody else. 

Senor Larosa. But that same feature would be extended to other 
banks that might be organized here in the future? 

Judge Ide. Yes; but there is no bank that will Jbe established here 
that will have any more favorable treatment than your bank. That is 
to sav, all will be treated alike. 

Senor Larosa. I do not see how any benefit is to be derived by the 
Spanish bank if the law is made general. 
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The Attorney. Of course, this is contemplated a separate law* 
Under the national-banking laws as now in force this bank, and no 
other bank, can issue notes, except by authority from the Comptroller 
of the Currency, and we take it from that that probably these great 
United States banks would have the right to come in here and estab- 
lish agencies and issue notes, or any other bank could do so. 

Judge Ide. That does not follow necessarily. It is very probable 
that there will be such requirements as to the directorate of banks as 
would prevent foreign banks from coming in here and issuing paper 
currency, and the right to grant a charter is always reserved. The 
Comptroller of the Currency in the United States grants the charter 
when the conditions are all complied with in his discretion. But it 
would be very inconceivable to me that any authorit3 T in these islands 
would be issuing authority for foreign banks to come hexe and estab- 
lish branches. I do not think that you would have that kind of com- 
petition. 

Senor Larosa. I expect very great competition on the part of the 
American banks; they are only waiting for fixed rules to be dictated to 
their open banks. Even the smallest bank in San Francisco, if it 
opened up here, could command capital ten times that of the Spanish 
bank. Even if we were to make an attempt to enlarge our capital we 
could never compete with a bank established from San Francisco. 

Judge Ide. To establish branches here they must have assets here. 
I do not think there is any doubt that some American banks will be 
established here in these islands; that Congress will legislate so that 
American banks will be established here; but everybody knows how 
conservative capital is; they will venture with some slowness. But 
your bank is an old institution; it has people who know the business, 
are well acquainted, and it will be very difficult to divert the kind of 
business that yonr bank does to any other kind of bank. No other 
bank would have in that respect any greater privilege than yours. 

Senor Balbas. I take it that you mean in this letter that the bank 
will have the power to issue notes to the extent of their capital; will be 
able to carry on their old issue as long as they deposit with the Gov- 
ernment bonds in amount equal to $50,000? 

Judge Ide. I do not think the letter susceptible of that meaning, 
because, if so, your old issue, which now is, in round numbers, $2,500,000, 
will continue. 

Senor Balbas. I suppose it is that. 
Judge Ide. I mean at the time of last statement. 
Senor Balbas. Two million one hundred and eighteen thousand 
dollars. 

Judge Ide. For general purposes, $2,100,000 is enough to talk 
about. Now, if you have power to issue $1,500,000 more, that would 
be $3,600,000. Therefore, it would be necessary for the bank to 
reduce it to $1,500,000 if they did not wish to increase their capital. 
They would have to take up their outstanding $600,000; it would be 
nearly $500,000. 
Senor Balbas. A little more than $400,000. 

Judge Ide. I suppose that of the present issue many thousand dol- 
lars have been destroyed. 

Senor Balbas. This bank has had power to issue for fifty-five years. 
We think it amounts to $600,000 destroyed. 
Judge Ide. The scheme also contemplates that all the bank notes 
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that are issued shall be on good, strong paper, especially prepared for 
that purpose at Washington, and the plates to be prepared there. 

Seiior Larosa. That would be very satisfactory to the bank; to have 
the plates kept in safe custody. They are now deposited in London 
with other banks. 

Judge Ide. Then the notes are furnished to the banks, ready for 
issue, except the signature of the proper officers. 

The Attorney. Iou see the difficulty that confronts us right at the 
start is not having any idea at all of the scope and effect of the pro- 
posed law that Congress is to enact for banking in the Philippines, 
with reference to allowing this same privilege that is offered to this 
bank to all other banks here. If so, we get nothing in return for 
What we think is a protected right under the treaty. The national- 
banking law as it now stands here, of course, is not to control here. 

Judge Ide. It is not applicable here, because there is no law author- 
izing the establishment of national banks outside the United States. 

The Attorney. This contemplates a new law in the way of note 
issue on the part of banks, different from the one that now obtains 
in America. 

Judge Ide. It contemplates, probably, that greater privileges will be 
given here to banks in tnat respect than to banks at home. 

Senor Larosa. But any other banks here, so far as we know, shall 
have the same right that is offered to us. 

Judge Ide. That is, any other bank organized here. It does not 
refer to any foreign bank; it is not a suggestion that an English bank 
can secure any rights of issuing currency or notes. In the proposed 
law that is all guarded against. 

The Attorney. These English banks here could immediately bring 
themselves under the proposed law. 

Judge Ide. The}' could, provided the law was so shaped that they 
might, but the law is not so shaped. 

The Attorney. There is nothing there to give us an}' idea as to 
what requirements will be essential to banks here. 

Judge Ide. The requirements that are to be enacted here are that 
they should be the banks of the citizens of the Philippine Islands, or 
those who have acquired the right of citizenship under the treaty of 
Paris, or citizens of the United States. 

The Attorney. Resident in the Philippines? 

Judge Ide. Yes; unless the act shall authorize the establishment of 
branch banks, which our national banking law does not provide. They 
might be authorized to open branch banks here, without authority to 
issue circulating currency. Wherever a bank can bank upon assets it 
can issue notes and pay them out very much as the exigencies of busi- 
ness require. The system proposed here is much more favorably than 
the one in effect in the United States. 

The Attorney. We realize that the terms offered us are more liberal 
than those prevailing in the United States; so that will be more induce- 
ment to capital to come over here and get the increased advantages of 
issue, and whereas what we have had up to the present time, recog- 
nized, at any rate, under the Spanish laws, we had exclusive privilege 
to, ceases at once, and the new privileges that we get are certainly 
extended to everybody else. 

Judge Ide. To everybody else that will come in and undertake to 
get business. You have the advantage of being upon the ground, 
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knowing everybody, and controlling the business. It is a business 
that requires time to take root. 

Among other acts as to the foreign banks doing business here we 
recommend that the "local authorities here be authorized to grant 
license to such banks as shall be by them authorized to conduct a 
banking business here." No local authority would ever authorize a 
foreign bank, or branches of it, to issue circulating notes or grant 
the power of issuing money. 

We propose also to ask Congress to provide that no bank shall be 
established here with less than $500,000 capital, gold. We do not 
think small banks here would be usefulas in the States, because the 
business is, much of it, international, and a bank must have at its 
command considerable resources. That would prevent the establish- 
ment of the little banks. 

There is another provision referring to the establishment of banks, 
with the power to issue circulating notes: 

If a system of branch banks is authorized, with the power to issue circulating notes, 
it is recommended that the Spanish-Filipino bank of the Philippines should be 
brought under the same regulations. This might be done by a grant from Congress 
of general and unrestricted authority to the government of the Philippine Islands to 
regulate banking. It is probably desirable, however, in view r of the claims of the 
Spanish bank under its existing charter, and the possibility that such claim might 
become the basis of legal controversy, that special provision should be made by act 
of Congress applying directly to this bank most of the regulations regarding the 
issue of notes which may be made to apply to the issue by national banks. Most of 
the regulations could be adopted by the Spanish-Filipino bank without difficulty, 
except that it would probably be desirable to authorize the note issue to remain at 
the full amount of its paid-up capital, even if the American banks are limited to a 
smaller percentage. The Spanish-Filipino bank is a local institution, long estab^ 
lished, and is entitled to be treated with the same consideration that applies to all 
other enterprises of importance that have long been established here. 

It is entirely probable that American banks established here might 
have as liberal concessions in regard to issue of notes as your bank 
would have; certainly none will have any greater, but here is a cer- 
tain recognition herein and throughout our report of the fact that 
this institution here is not to be assaulted in any shape, or have its 
just rights interfered with, and it is possible that Congress may 
make a discrimination in that respect, within the several suggestions 
that we have been making here. 

The system of banking upon assets by national banks does not exist 
in the United States at all. Now, that is what we are recommending 
shall be established here, and your bank would, at an} r rate, issue up 
to the full amount of its paid-up capital, and if Congress should see 
fit to extend it to American banks the} r would do so. That is the 
way it has gone to Congress. It is the report of the commission; it 
has been considered by them and has gone forward as the views of the 
commission. 

Senor Larosa. How would you recommend us to put forward our 
views in the matter? 

Judge Ide. What do you want? 

Senor Larosa. To put before the Government our views, as stated 
by Mr. Marple. 

Judge Ide. The substance of what Mr. Marple said is that you want 
some compensation. 

Mr. Marple. Something for that which we are asked to give up. 

Judge Ide. You want something that other people will not have. 
What do you mean by compensation? What do you want? 
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The Attorney. Seilor Balba- can answer that better than I. 

Sefior Ha lb as. Well, if we can not get an amount of monev, we 
could have indirect compensation, if not direct, of a certain amount, 
taking into consideration what we lose. Because I think — my opin- 
ion is, as I said to you, I do not like monopolies personally. I say 
also that the issue of notes can be abused. 

There is not enough of that circulating medium here. If we put 
out four to seven million it is little enough for the country: so that 
we lose something, because we could issue four millions and a half, 
and the bank has never issued that much. 

Senor Larosa. The bank has never gone to its full extent in issu- 
ing paper. The biggest issue we ever had was three millions. 

Judge Ide. Mr. Marple said something about the Government 
taking this right, by right of eminent domain, and paying for it. Do 
you mean that the whole bank shall assign its charter, have an appro- 
priation made for it all, and let it go out of business ( 

The Attorney. No, sir. In answer to the letter which calls us to 
forego, first, the right to issue above the capital of the bank: We now 
have, under our charter, the right to issue up to three times the capi- 
tal of the bank; and second, the latter calls upon us to forego the 
exclusive right to issue notes. That right now is exclusive. The 
position of the bank, recognizing the position announced by the 
United States, is that it can not with reason ask the American Gov- 
ernment to allow it to continue to operate contrary to its principles of 
general banking laws, but, in recognizing the right of the Government 
to appropriate a valuable special privilege of the bank, they ask the 
Government of the United States to compensate the bank in some way 
for the taking away of that note privilege — note issue — as proposed. 

Judge Ide. Are you prepared to state the kind of compensation 
that seems to you just? 

The Attorney. 1 think not. I think this was intended to be a mere 
informal expression of views with you, so that after this we could 
return and express our position — our desires — better at once in writing, 
meeting the objections that you might otherwise raise after receipt of 
the letter. 

Judge Ide. Now, in that connection, if you were to adopt that course 
I think it would be highly desirable for the bank to be very conserva- 
tive in its requirements; conservative and reasonable; because this is 
not a matter we could be constantly bargaining upon, and your com- 
munication will get to Congress for its action. If the communica- 
tion expressed something that would be exceedingly reasonable, that 
would appear to impress our Congressmen as being fair and reason- 
able — and they are not an unreasonable bodv of men — they will recog- 
nize what is just. While, on the other hand, if your suggestions seem 
preposterous and out of all bounds and reason they might proceed 
without very much reference to what you want and give much less 
regard to your wishes than the}' otherwise would. In a matter of this 
kind, where you have a body at a distance to deal with and can not 
hold conferences, it is important that the paper itself should show 
something reasonable, something that commends itself to the minds of 
those who read it as a bearing element of justice and a disposition to 
be fair and not to be grasping. As a business proposition, of course 
you have to determine and consider that matter for yourselves. I am 
merely making these suggestions in your interest. 
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82? 

The Attorney. We appreciate that. 

Judge Ide. Now, if you wish to write me, stating the basis of your 
claim as you have stated it here in substance, and that you think you 
have some rights that you think the Congress of the United States ought 
to recognize, either because you have them by virtue of the treaty of 
Paris, or because you have them upon equitable and just grounds, or 
upon both grounds, and then stating what you think would be a fair 
and just method of arranging this whole matter, your letter, upon its 
receipt by me, will be communicated to the Commission, and an addi- 
tional report will be made by the Commission immediately to Congress 
covering this subject and inclosing a cop3 r of your letter, so that thej r 
will have a copy of the original directly before them when Congress 
meets to act upon it. In that connection it should be remembered 
that it takes between 4 and 5 weeks for a communication to get to 
Washington, and it will take a little while for me to formulate a report 
to the Commission, for the Commission to formulate a report upon 
the matter to the Secretary of War, and that Congress meets on the 
first Tuesday in December, so it is apparent that whatever action you 
take should be attended to without delay. 

In figuring on this you want to include figures on the probability 
that all loans are not good, that all loans on hemp may not be profit- 
able. A man who owns a sawmill can take a piece of paper and 
pencil and figure himself out worth $5,00Q in 5 years while usually he 
is in debt at the end of that period. 

Senor Balbas. We are going on the assumption that an issue of 
notes is not at all undesirable. 

Senor Larosa. Would it be asking too much if upon receipt of 
your letter we should request you to state if it clearly coincides with 
your views, and, if it would not be asking too much, point out to us 
suggestions ? 

Judge Ide. If the Commission thought best. 
Senor Larosa. Before forwarding it to Congress. 
Judge Ide. Now, one thing more. I assume from the course that 
this discussion has taken that there is nothing in this letter that is 
objectionable to you except the matter discussed here. 

The Attorney. One thing your letter did not refer to — a matter of 
oversight apparently — the amount of time the bank would want in which 
to comply with this request for reduction of circulation; a matter of 
great importance; at present $600,000 that would have to be taken 
up. We have made a rough calculation of how long it would take to 
reduce its circulation. 

Judge Ide. You can state j^our views in this letter upon that sub- 
ject. I do not remember if the length of time is stated, but we for- 
warded the outlines of the law to be submitted to Congress, and think 
there is a period stated there for the retirement of this old paper; 
would not undertake to state now what that period was. 
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Reply of the directors of the Banco Espanol-Filipino to the letter of 
the secretary rf finance and justice, dated September* &£, in re the 
charter of the bank and the issuance of circulating notes in the 
Philippines. 

Manila, December 6, 1901. 
Hon. Henry C. Ide, 

Member United States Philippine Commission. 

Dear Sir: We have pleasure inclosing letter written to you by us 
and others appointed to reply to your official letter of September 24 
last. 

We have all done our best to convev to vou our views, but should 
you not agree altogether with them, we should esteem it an honor if 
you could allow us and the others to see you once more and explain 
any points which might not appear clear or adequate facilitating our 
task. 

We are, dear sir, 

Very respectfully, yours, 

Venancio Balbas, Director. 



Manila, P. L, December 5 ', 1901. 
Hon. Henry C. Ide, 

Member United States Philippine Commission, Manila, P. I. 

Sir: The vital importance of your letter of September 21, 1901, to 
all those interested in the welfare of the Spanish-Filipino Bank, made 
necessarv its submission to the stockholders for their consideration 
and action. These have now clothed the undersigned with complete 
authority, after conference with you, to propose on behalf of the bank 
a plan that seems practicable as accomplishing the desires of the Gov- 
ernment of the United States and as, at the same time, doing justice to 
the rights of the bank. 

Under section 179 of the Code of Commerce and the Royal Decree 
of February 7, 1896, extending its charter until January 1, 1828, the 
Spanish-Filipino Bank has, since 1878, possessed the right, exclusive 
of all other banks established or to be established in the Philippines, 
of issuing, for circulation there, demand notes, payable to bearer and 
not legal tender, to the amount of three times its capital stock. The 
latter is now $1,500,000 Mexican, but under its articles may be 
increased to $3,000,000. 

We earnestly urge upon you that the plan outlined in your letter 
does violence to this and other rights of the bank, and will, if carried 
out, deprive the bank of valuable assets, the enjoyment and protection 
of which we believe were solemnly guaranteed and insured to it by the 
treaty of Paris. For it is thereby proposed to throw open to banks 
generally the right to issue such notes, and to limit the issue of those 
by the Spanish-Filipino Bank to the amount of its paid-up capital, 
and, generally, to force upon the bank, irrespective of its charter 
rights, legislation which, in some instances at least, ought to be 
optional with it to accept or not. 

As to the legal effect under Spanish law of this exclusive right of 
issue possessed^ by the bank there can be no question. When the rati- 
fications of the treaty of Paris were exchanged such right was and had 
been for years perfect and complete. For its exercise and enjoyment 
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until the year 1828 there was not required nor was there to be per- 
formed any act of the Spanish Government, the latter having divested 
itself of the right to permit any other bank in the Philippines to 
enloy a similar privilege for such a period of time. 

It is submitted that the treaty of Paris, as well as the universally 
recognized principles of international law, operate to continue and 
preserve the right to the bank under the Government of the United 
btates as completely as it was enjoyed under Spanish sovereignty. 

The Supreme Court of the United States has repeatedly recognized the 
principle that a change of sovereignty , whether by cession or conquest, 
in no way affects the property of vested rights of persons or corpora- 
tions, but that full and equal effect and recognition will be given to 
these by the new sovereign, and this even though no express provi- 
sion therefor should be made in the particular treaty by which the 
cession of territory is made or conquest confirmed. 

In the recently decided case of Elv's Administrator v. United States- 
(171 U. S., 220, 223) that court said: 

In harmony with the rules of international law, as well as with the terms of the 
treaties of cession, the change of sovereignty should work no change in respect to 
rights and titles; that which is good before should be good after; that which the law 
enforced should be enforced after the cession. 

The language of Article VIII of the treaty of Paris is most sweeping 
and comprehensive in its scope. By it there is declared that the cession 
of public domain by Spain to the United States therein made — 

can not in any respect impair the property rights which belong to the peaceable 
possession of property of all kinds, * * * of public or private establishments, 
ecclesiastical or civil bodies, or any other association having legal capacity to acquire 
and possess property in the aforesaid territories renounced or ceded. 

A charter of a corporation, with the various rights and privileges 
secured by it, has been repeatedly recognized by the Supreme Court of 
the United States and of the various States as a contract and property,, 
and as such inviolable. 

Under Spanish sovereignty, and at the time of the ratification of the 
treaty of raris, this privilege was completely vested and was prop- 
erty of the bank. 

In Smith v. United States (10 Peters, 330) Mr. Justice Baldwin, in 
delivering the opinion of the court, said: 

It was never doubted by this court that property of every description in Louisiana 
was protected by the law of nations, the terms of the treaty, and the acts of Congress; 
not that in the term "property" was comprehended every species of title, inchoate or 
perfect, embracing those rights which lie in contract, those which are executory as» 
well as those which are executed. In this respect the relation of the inhabitants to 
their government is not changed. The new government takes the place of that which 
has passed away. * * * We have uniformly held that in ascertaining what titles 
would have been perfected if no cession had been made to the United States we must 
first refer to the general course of the law of Spain, to local usage and custom. 

To the same effect are the following cases: 

Soulard v. United Stales, 4 Peters, 511; Strother v. Lucas, 12 Peters T 
410: Harnsby r. United States, 10 Wallace, 224; Carpenter v. Rannels y 
19 Wallace, 141; Morton v. Nebraska, 21 Wallace, 660; Biyan v. Ken- 
nett, 118 U.S., 179. 

The opinion of Attorney-General Griggs of November 11, 1899 r 
reported in volume 22, Opinions of Attorneys-General, 617, held valid 
in the Philippines a patent granted by Spain on July 11, 1898, to a 
Spaniard while the islands were under American occupation, and not- 
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withstanding that the subject of the patent was not, under American 
laws, patentable. It was objected that to sustain the right assert 
would be to recognize a monopoly. But the Attorney-General remark 
that such a result could not cause a different construction of the treaty 
nor affect the constitutionality or obligatory force thereof; that "it 
( the treaty ) concerns only Spanish rights acquired under Spanish law; 
that the f ramers of it must be presumed to have known something o" 
those rights and laws of which they were treating, and to have had in 
mind such laws as that of July 30, 1878, corresponding to our laws 
relating to patents." 

There can be no question that at the time of the exchange of rati 
fications of the treaty the bank enjoyed Spanish nationality^, and waa 
directly within the operation and protection of the treat}'. And can it 
be doubted that the American Commissioners were cognizant of the 
original charter of the bank, the provisions of the code of commerce 
referred to, and the royal decree of 1896, whereby there was assured 
to the bank the exclusive privilege of issuing in the Philippines demand! 
notes until the year 1928 ? Or that, with the strenuous contest for advanJ 
tage by the commissioners of each of the parties to the treaty, and] 
the evident desire of the United States to limit its obligations there- 
under wherever possible, there was made no exception that would 
take the charter of this bank out of the sweeping and comprehensive 
language of Article VIII, plainly shows the privilege of note issue to 
be a vested property right within the protection of that article ( 

Such a conclusion results from the plain and direct meaning* of the 
language used, and follows all the more when there is considered the 

E principle of interpretation laid down by the Supreme Court of the 
Jnited States, as governing in case of treaties, in United States /■. 
Auguisola, reported in 1 Wallace, 359. Mr. Justice Field, in deliver- 
ing the opinion of the court, there said: 

To these observations, so just and pertinent, we can only add that the Unitei 
States have never sought by their legislation to evade the obligations devolved upon 
them by the treaty of Guadalupe-Hidalgo to protect the rights of property of the 
inhabitants of the ceded territory, or to discharge it in a narrow and illiberal manner. 
* * * They have desired to act as a great nation, not seeking in extending their 
authority over the ceded territory to enforce forfeitures, but to afford protection and 
security to all just? rights which could have been claimed by the Government they 
succeeded. 

The principle announced by the Supreme Court in Ely's Adminis- 
trator v. United States (171 U. S., 220} that " that which was good before 
should be good after; that which the law enforced before should be 
enforced after the cession," was recognized as of controlling force by 
the Attorney-General of the United States in his opinion of June 5. 
1899, reported on page 514, vol. 22, Opinions of the the Attorneys- 
General. There the Commercial Cable Company has asked for per- 
mission to land a cable in Cuba connecting that island with the United 
States. The company urged that to deny the concession would be to 
recognize a monopoly in Western Union Telegraph Company under an 
exclusive franchise previously granted by Spain for a period of forty 
years. In answer to this contention the Attorney-General said: 

The mere fact that the Western Union Telegraph Company is enjoying, under a 
grant of exclusive right, w T hat amounts to a monopoly is no reason of itself why it 
should be deprived of its concession. It is easy to say that monopolies are odious, 
but there are concessions which amount to monopolies which are lawful, and which 
can not be disturbed except by violation of public faith. 
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• 

Witli the wisdom of such arrangements for exclusive franchises the Executive 
apartments are not concerned. The grants are made in this country by Congress, 
d in other countries by the constituted sovereign authority. It is the duty of those 
ho administer the government to deal with the conditions as .they find them, and 

pee that legal rights of every nature are respected. 
Concessions of this kind, which carry with them exclusive rights for a period of 

years, constitute property of which the concessionary can no more be deprived 
bitrarily and without lawful reason than it can be deprived of its personal tangible 
wets. 

If, therefore, the Western Union Telegraph Company has an exclusive grant appli- 
ible to Cuba for cable rights, which grant has not expired, it would be violative of 
1 principles of justice to destroy its exclusive right by granting competing privi- 
>ges to another company. * * * It is the function of the Government to prevent, 
3 far as possible, all infringement of the vested rights of others. 

From the foregoing it follows not only that a property right vested 
nd complete in these islands at the time of the ratification of the 
reaty of Paris, and recognized as such by the law of Spain v is within 
he protection of such treaty, but that the law that is to be invoked 
n order to determine the legal force and effect of a claim of property , 
'ights under the eighth article of the treaty of Paris is the law of 
Spain under which such rights sprang into being and to which their 
ixistence is primarily due. That is, the exclusive right of issue con- 
ferred upon the bank b} r the Spanish Government is entitled to recog- 
nition to-day by the force of the treaty, even though the laws of the 
United States did not of themselves at that time provide for the con- 
ferring of like concessions. 

For that matter privileges granted to one, exclusive of all others, 
and, equally with the concession here insisted upon, monopolies have 
been granted in and upheld by the courts of the United States. There 
is nothing in the constitution and laws of that country that would 
prevent Congress from to-day conferring for the Philippines grants 
and concessions no less exclusive in their effect upon third persons 
than is the right now asserted by the bank. 

Nor can it be urged with reason that the United States is not bound 
to recognize this privilege upon the ground that the regulation of the 
currency is an attribute of sovereignty, and that, therefore, a right in 
any way limiting the action of the United States in that regard does 
not continue after the cession of the Philippines by Spain,. For the 
United States has by .solemn pact and treaty given protection to such 
right and in the eighth article of the treaty of Paris. And it can not 
be claimed that the regulation of the currency is any more a sovereign 
power of the United States that it is the latter's right to control the 
postal system or commerce. 

The regulation of the telegraph has been undertaken by the United 
States under the latter's sovereign power over commerce and the postal 
system. 

It is within the power of Spain to reserve to itself the issue of 
demand notes in the Philippines, or to confer the exclusive right of 
doing so upon the Spanisn-Filipino Bank, more than 95 per cent 
of the stock of which is to-day held in these islands. And the action of 
the United States, in its early history, with regard to the Bank of the 
United States, may be said to be analogous in principle to that of 
Spain in the case of this bank. 

And if, as recognized by the Attorney-General of the United States, 
in his opinion above cited, the exclusive privilege granted the Tele- 
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graph Company in Cuba by the Government of Spain was a right to 
be protected as property after Spanish sovereignty there ceased, then 
equally is this privilege of note issue in the Philippines now entitled 
to recognition and support. The one no more embodies in it the 
exercise of a sovereign power of government than did the other. 

This privilege of the bank is but a slight factor, after all, in thej 
currency equation of the islands. It in no way affects the right of 
the Government over anything but demand notes, and those not legal 
tender, of private institutions. It has been recognized to the present 
day ever since the ratification of the treaty. Far from being an 
impediment or obstacle to the United States sovereignty in the Philip- 
pines it has proved a valuable adjunct to business and of great assist- 
ance in the pacification of the islands. In its further enjoyment there 
is nothing incompatible with a currency s} r stem to be established m 
every way adequate to the needs of the archipelago. 

But if its continued efforts should conflict with the plans of the Gov- 
ernment, the inconvenience that it may cause to these does not give 
the Government the right to arbitrarilv and summarilv denv the bank 
its further use. It is the property of which the bank can not be 
deprived without due process of law, and which can not be taken from 
the bank even for the public good except upon the making of just 
compensation. 

But the bank, while insisting that the integrity of the United States 
has been solemnly pledged to protect it in its charter rights, recog 
nizes the ample power of that Government to take by right of emi- 
nent domain this privilege for the public use if just compensation shall 
be made therefor, and with the desire to cooperate with the Govern- 
ment in its plans for these islands, and in order to offer no obstacle 
thereto, the bank does not wish to make necessary the formal exercise 
by the Government of this right of eminent domain. 

It therefore now proposes to surrender to the Government this 
exclusive right of issue, voluntarily, upon receiving in return its fair 
and reasonable value. 

What is this? 

The potential value of the privilege of note issue to the bank under 
its present charter is a matter of mathematical calculation. With its 
present capital stock it has the right to issue $4,500,000 of notes. 
Five per cent is a very low rate of interest compared with that actu- 
ally earned upon money in the Philippines, but such rate upon 
$4,500,000 would give an annual return of $225,000. Deduct from 
this interest upon one- fourth of the cash reserve required under the 
articles and there remains $168,750. Deduct from this the same inter- 
est charge upon $500,000, which, under article 20 of its charter, the 
Government may exact from the bank to the extent of one-third of 
its capital, as a gratuitous loan for not exceeding six months of the 
year, or $12,500, and the net value of the privilege to the bank with 
its present capitalization is $156,250. This capitalized at 5 per cfent 
represents a principal of $3,125,000. 

But the bank has the right to increase its capital stock to $3,000,000, 
in which case it could issue notes to the amount of $9,000,000. Fire 
per cent upon $9,000,000 is $450,000. Deduct from this one-fourth 
for cash reserve, 5 per cent upon $1,000,000, the amount which the 
Government could exact as a loan, and the net annual value of this 
privilege would amount to $312,500, which, capitalized at the same 
rate of interest, represents a value to the bank of $6,250,000. 
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These are the potential profits or represent the extreme possible 
•turn to the bank upon the basis of 5 per cent interest. 
In the place of these figures take the actual happenings. Up to 
e time immediately preceding American occupation, when the tur- 
ilent conditions of the country demanded the adoption of every 
^trictive measure and contraction wherever possible, the average 
rculation of the notes of the bank was $3,900,000. Five per cent of 
lis amount, with the same ratio of allowances as above, gave net 
inual profit to the bank upon the privilege of §13*3,750, which, capi- 
ilized at 5 per cent, represents a principal of $2,675,000. 
As against this let us now view the situation under the plan proposed. 
ive per cent upon $1,500,000, less one-fourth of the capital required 
5 a reserve, assuming that which is not expressly stated in the plan 
roposed, namely, that the Government thereby abandons any right 
> exact this loan from the bank, and, without taking into considera- 
on the further difference as against the bank caused by the low rate 
f interest it would receive upon the purchase of the $50,000 bonds 
squired to be deposited, the net annual value to the bank of its note 
jsue will be $56,250. 

Subtract the last-named amount from the value of this privilege to 
tie bank in the last year of normal conditions in the islands, as above 
bown, and there results a difference for each year against the bank 
nder the proposed plan of the sum of $77,500, which, capitalized, 
epresents a principal of $1,550,000. 

To compensate the bank for the loss of this privilege as actually 
njoyed by the bank in the past, and irrespective of the greatly 
ncreased profits which it would unquestionably yield with an increase 
>f capital justified b}' reviving business under improved conditions, it 
hould then receive $1,550,000. 

In case the United States, while recognizing the right of the bank, 
ihould prefer to make compensation therefor in an indirect manner 
™ather than by the payment of money damages, the bank now pro- 
Doses the following: 

That Congress in adopting a scheme for note issue of banks in the 
Philippines which will not require of the banks a greater purchase of 
Jnitea States bonds than $50,000 gold, nor a greater reserve than out- 
ined in your letter, will by the necessary legislation exempt the bank 
intil January 1, 1928, from any taxation upon its circulation to the 
extent of $1,500,000 Mexican, and from all taxation of any description 
upon its capital to the same amount (the present capitalization) as well 
as upon profits and all property, business, and operations pertaining 
thereto; and provided tnat such legislation shall enable the bank to 
increase its capital, and note circulation likewise, to the maximum 
amount provided by the proposed law in case of banks generallj 7 , the 
exemption proposed not to apply to any increase upon the amounts 
last above named, such increase to be subject to the same taxation as 
that imposed by law upon other banks; the bank to enjoy the right to 
reform and amend its articles as it may see fit when not in conflict 
with the general banking laws to be enacted, and the Government to 
relinquish its right to the gratuitous loan above referred to, and to 
generally, except as above specified, place the bank upon the same 
basis with other banks in the Philippines. 

The probable rate of taxation upon banks in the future is impossible 
to estimate, but the bank assumes that it will not be greater than that 



110 ft'^4: CURRENCY IN THE PHILIPPINES. 

at present imposed, and while the exemption thus suggested would 
even at the present high rate of taxation fail to equal the value of thi» 
privilege to the bank, upon the basis of the lowest of the estimated 
above given, the bank is willing to surrender its exclusive right oj 
issue therefor. 

While the bank does not desire to press its views upon the Govern 
ment in those details which the latter must determine for itself in a 
matter of such importance, we desire to refer to the following points 
suggested by your letter, namely, the provision to be made for th<j 
outstanding notes issued before the j T car 1884, the time within whirl( 
the bank should be required to draw in all of its outstanding notes, and 
the question of the clearing house. 

With regard to the first of these, it would be greatly to the conven- 
ience of the bank if the outstanding issue prior to 1884 (which now 
amounts to $180,000) should be included within the $1,500,000 of cir- 
culation to be permitted upon the deposit of $50,000 of bonds. If the 
Government should count these as a part of the authorized circulation 
at the time the proposed law should become operative as against the 
bank, the latter would be relieved of the necessity of more than one 
deposit of bonds. All matters between the Government and the bank 
pertaining to note issue would be reduced to one head and account, the. 
circulation would not exceed the amount of $1,500,000, and with the 
deposit of $50,000 required for this the desired object of the Govern- 
ment would be attained completely. As those notes were presented 
the bank could arrange for their substitution with the new notes in the 
same way contemplated for the issue subsequent to the vear 1884. 

Preparing for just such a condition as now confronts it the bank has 
felt warranted in retiring from circulation within the past eleven 
months no more than $400,000 of its notes. Daily demands for the* 
by the other banks and individuals in amounts of from 30,000 t" 
50,000 are reluctantly refused by the bank on account of the policy i: 
feels compelled to pursue. It is believed that the process of retire 
ment should be a gradual one, and that a longer time than one year 
which has been proposed, should be accorded before the provision of 
the proposed law affecting the outstanding circulation ana its retire 
ment should become applicable to the bank. 

And upon the question of a clearing house, while the advantages of 
this, both to the public and the banks, are fully appreciated, it is our 
belief that the connection of any bank with such an institution should 
depend upon the desire of the former to enter into relations therewith, 
and the willingness of the clearing house to receive and accredit the 
applying bank as a member thereof. 

With the belief that the adoption of the plan herein proposed wouH 
be but the recognition of the legal as well as equitable rights of the 
bank and the doing of simple justice thereto, and with the hope that 
as such it may be favorably considered bv vou and recommended to 
the War Department at Washington, 

We are, sir, very respectfully, yours, 

Jose de la Rosa, 
Venancio Balbas, 
J M. Osorio, 
Fr. Manuel Alokzo, 
C. H. Marple, 
Committee representing the management and 
stockholders of the Banco Espanol Filipino > 
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Reply of the honorable the secretary of finance and justice to the letter 
of the Banco Espanol- Filipino, dated December 6, in re the exclusive 
right of the bank to issue circulating notes. 

Department of Finance and Justice, 

Manila, December 10, 1901. 

Senors Jose de la Rosa, Venancio Balbas, 

J. M. Osorio, Fr. Manuel Alonzo, and C. H. Marple, Esq., 
Committee Representing Management and Stockholders of 

the Banco Espanol- Filipino. 

Gentlemen. I beg to acknowledge the receipt of your letter of 
December 5, wherein vou state your views in regard to the exclusive 
privilege claimed by tlie Banco Espanol-Filipino to issue a circulating 
medium up to the amount of three times its paid-up capital. 

It would serve no useful purpose at this time to engage in a discus- 
sion of the legal proposition presented in your letter, inasmuch as the 
final decision as to the validity of the concession claimed by your bank 
does not rest with any authority in these islands; that decision will be 
made doubtless by the authorities at Washington, and our action will 
be governed in accordance with the decision there arrived at. Your 
letter has been submitted to the United States Philippine Commission, 
and I am authorized by the Commission to state that it does not feel 
authorized to recommend to the Secretary of War or to the Congress 
of the United States the large compensation stated in }-our letter as a 
consideration for the surrender of what you claim to be your just 
property rights secured under the treaty of Paris, whether that com- 
pensation is made in money or in the extended period of exemption 
from taxation which you suggest 

The value of the franchise of your bank as computed by you and 
stated in your letter is very great. It is manifest that a franchise so 
valuable might justly submit to a much heavier burden of taxation 
than any now imposed, and there apparently can be no doubt as to the 
power of the government authorities in these islands to tax that fran- 
chise upon any basis that shall be deemed just. In this connection it 
might be useful to refer to the decision of the Supreme Court of the 
United States in the case of Veazie Bank v. Fenno, United States 
Supreme Court Reports, 8 Wallace, page 533, wherein it was held that 
it was entirely competent for Congress to impose any such tax as it 
saw fit upon the issue of circulating notes by State banks, even though 
such tax should be prohibitive by reason of its amount. 

I will only add that Governor Taft is expected to leave for the 
United States on or before the 20th of this month, and that the com- 
munication between you and myself upon this matter will probably be 
taken by him to Washington for submission to the Secretary of War, 
and that if you desire to make any further communication in this 
behalf it would be highly desirable that such further communication 
might be in my hands to deliver to Governor Taft before his de- 
parture. 

Very respectfully, Henry C. Ide, 

Secretary of Finance and Justice. 
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Acknowledgment by the directors of the Banco Espanol-FiUpivho qfth* 
letter of the secretary of finance and justice, dated December 10. 

Manila, P. I. , December 16, 1901. 
The Hon. Henry C. Ide, 

Secretary of Finance and Justice, Manila, P. I. 

Sir: We beg to acknowledge the receipt of your esteemed favor of 
the 10th instant. 

We regret exceedingly that the demonstration of the great value to 
the bank of that which we believe to be a property right guaranteed 
to it by the treaty of Paris should have apparently served to suggest 
the propriety of destroying the exercise of such right by repressive or 

frohibitory taxation when its final determination is 3~et in abej'ance. 
n submitting our last letter we felt that we w T ere but meeting the 
desires of the insular government in fully presenting the position 
of the bank in order that the government and the Government of the 
United States might be enabled to give thereto the most thorough and 
just consideration possible. And when the bank expressed its willing- 
ness to surrender its most valuable privilege in return for exemption 
from taxation that would, during the entire period for which such was 
nsked, amount to far less than was the value of such privilege when 
-exerted by the bank in the past for less than 40 per cent of its possible 
•exercise under the present articles, we confess that the ultimate power 
or possible desire of the United States to exercise its right of taxation 
so as to penalize or repress the business of the bank, or that of any 
other enterprise or industry in the islands, did not enter into the con- 
sideration given by us to this subject. 

And as valuable as this franchise is to the bank it is respectfully 
submitted that it is now paying upon the returns received from this, 
as well as from the other departments of its business, the same rate of 
taxation which the other banks in the islands pay upon their business — 
a condition which we do not believe to be inequitable when there is con- 
sidered the fact that more than 95 per cent of the stock of the bank 
is held by residents of these islands, when in the case of the two 
English banks here the amount of stock that is owned by residents of the 
Philippines constitutes but an inappreciable part of their capitalization. 
V eiy respectfully, 

Jose de la Kosa, 
Venanoio Balbas, 
Fr. Manuel Alonzo, 
J. M. Osorio, 
C. H. Marple, 
Committee Representing Management and Stockholders 

of the Banco Espanol- Filipino . 



An act to regulate banking in the Philippine Islands. 

Section 1. That no person, firm, association^ or corporation shall be 
permitted to conduct a banking business or to establish or maintain a 
branch bank in the Philippine Islands after the thirtieth day of June. 
1902, without a license in writing granted by the government of the 
Philippine Islands. Such license shall be granted, in the discretion 
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of the government of the Philippine Islands, upon applic&tioii in writ- 
ing" setting forth the names and domicile of the applicants proposing 
to do a banking business, the nature of the business, the amount of 
capital proposed to be employed, and such other particulars as may be 
required by said government, and said license may be revoked at any 
time. 

Sec. 2. That the provisions of siection 5243 of the Revised 
Statutes of the United States, prohibiting the usfe of the word 
' ' national " in the title of any bank hot incorporated under the national- 
bank act of the United States, are hereby made applicable to the 
Philippine Islands. 

Sec. 3. That all persons, fihns, associations, or corpoi-atibns engaged 
in the business of banking in the Philippine Islands shall comply With 
all regulations Which miay be prescribed by the government of the 
Philippine Islands, and full power is hereby conferred upon said gov- 
ernment of the Philippine Islands to frame regulations regarding the 
business 6f bankings to suspend the business of any bank and to 
appoint a receiver for winding up its affairs when, in the judgment of 
said government, such course is justified, and to impose and enforce 
proper penalties for failure to comply With such regulations and with 
the authorized acts of said goverhinerit. 

Sec. 4. That thte government of the Philippine Islands may appoint 
a suitable person or persons, who may be the same as the person des- 
ignated by the Comptroller df the Currency, for the examination of 
national banks in the Philippine Islands, which person shall have the 
power to miake thorough examinations from time to time into all the 
affairs of persons, firms, associations, or corporations engaged iti the 
business of banking in the Philippine Islands, atid in so doing to 
examine any of the officers and agents of such batiks under oath, dnd 
who shall make a full and detailed report of their condition to the 
government of the Philippine Islands. 

Sec. 5. That all laws relative to national banking associations shiall, 
so far as they are applicable, have the same force and effect in thie 
Philippine Islands as in the United States, subject to the provisions 
and limitations of this act; and the provisions of section 5146 of the 
Revised Statutes are hereby amended so that any resident of the 
Philippine Islands otherwise qualified may lawfully act as director of 
a national bank established or naving branches in said islands, and nb 
other qualifications shall be required as to residence, except that a 
majority of the boiard of directors of any such national bank shall be a 
citizen of the United States, or native of the Philippine Islands, or 
persons who have, under and by virtue of the treaty of Paris, acquired 
the political rights of natives of the Philippine Islands; but applica- 
tion for the incorporation of national banks in the Philippine Islands 
shall first have the approval of the government of the Philippine 
Islands before being approved by the Comptroller of the Currency of 
the United States. 

Sec. 6. That banks established in the Philippine Islands under 
authority of section 5 of this act and national banks of the United 
States shall have authority, with the approval of the government of 
the Philippine Islands, to establish branches in any part ofi said islands, 
and, with the approval of the Comptroller of tne Currfencv of the 
United States, to establish branches in the United States: Piwided, 
That such branches, when established in the United States, shall not 
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discount commercial bills or make advances upon securities when such 
transactions are wholly carried on within the United States. 

Sec. 7. That circulating notes may be issued in the Philippine 
Islands by any national bank established under the provisions of this 
act or having branches in the Philippine Islands, subject to the aproval 
in writing of the government of the Philippine Islands and of the 
Comptroller of the Currency of the United States, and under the con- 
ditions and limitations of the national- bank act, as modified by this act: 
Provided, That no bank now existing' or hereafter established in the 
Philippine Islands shall be authorized to issue circulating notes of any 
class or classes in excess of its paid-up and unimpaired capital. 

Sec. 8. That circulating notes may be issued by the Comptroller of 
the Currency of the United States to any national bank established or 
having branches in the Philippine Islands to the amount of fifty per 
centum of the paid-up and unimpaired capital of the issuing bank, 
without any deposit of United States bonds as required by the national- 
bank act: Provided, That nothing in this act shall be construed as 
repealing the requirements of section 5159 of the Revised Statutes, as 
amended by section 8 of the act of July 12, 1882, entitled "An act, r 
etc., that certain deposits of United States bonds with the Treasurer of 
the United States shall be required as a preliminary to the commence- 
ment of the banking business; but such bonds may, in the discretion of 
the Treasurer of the United States, be deposited to his order in the treas- 
ury of the Philippine Islands, and shall be.held as a part of the security 
for circulating notes in the same manner as provided by the national- 
bank act: Ana provided further, That circulating notes issued under this 
act and not secured in full by the deposit of United States bonds with 
the Treasurer of the United States shall not be paid, out or put in cir- 
culation by any bank except in the Philippine Islands, shall bear dis- 
tinctive language and devices, to be prescribed by the Comptroller of 
the Currency of the United States, with the approval of the govern- 
ment of the Philippine Islands, and shall have a first lien upon all 
assets of the issuing bank over all other claims except authorized 
deposits of officers of the United States and of the government of the 
Philippine Islands, and except bonds deposited with the Treasurer of 
the United States as specific security for additional circulating notes. 

Sec. 9. (Should provide for a tax at the rate of one-half of one per 
cent per annum upon all notes of any banks in actual circulation, and 
no otner tax upon circulation shall be levied or collected.) 

Sec. 10. (Should provide for constituting a guaranty fund from the 
proceeds of the tax on circulation and the manner of procedure in case 
of bank failure.) 

Sec. 11. That any bank issuing circulating notes in the Philippine 
Islands shall at all times keep on band* at its head office or. its branches 
in the Philippine Islands, a reserve equal in amount tQ.tjventy-five per 
centum of the amount of said notes outstanding^ which reserve shall be 
lawful money of the Philippine Islands or of the Uni^4S^ es * or both: 
Provided, That one-half of such reserve may be keptin.fii:st : class bills 
of exchange drawn upon the United States or ,upon fqrpign countries 
and payable in gold, or on deposit in some other bank pV/banks approved 
by the government of the Philippine Islands; Andptfoyidefl further* 
That no reserve against circulation shall be required to be kept at the 
branches of national banks having their head pihqes in the United States 
when no notes of said banks are paid out by them at said branches. 
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Sec. 12. That any bank doing business in the Philippine Islands 
which fails to have on hand at the close of any month the legal reserve 
against circulation required by section eleven of this act shall pay into 
the treasury of the Philippine Islands a penalty at the rate of one 
quarter of one per cent upon the excess of the amount outstanding 
circulating notes above four times such legal reserve, and the proceeds 
of such payments shall be added to the bank-note guaranty fund here- 
inbefore provided for. 

Sec. 13. That the Treasurer of the United States may keep in the 
custody of the treasury of the Philippine Islands, or in any banking 
institution of the Philippine Islands furnishing proper security, such 
part as he may think proper of the redemption fund of five per centum 
required against circulation by section 3 of the act of June 20, 1874, 
entitled "An act," etc., which may be derived from the deposits of 
national banks issuing circulation in the Philippine Islands, and may 
make proper arrangements for carrying on transactions relative to 
said fund in whole or in part in either the United States or the Phil- 
ippine Islands. 

Sec. 14. That it shall not be lawful for an} r banks accepting deposits 
to establish branches, or for any bank to issue circulating notes under 
authority of this act, unless said bank has a paid-up and unimpaired 
capital of not less in amount than five hundred thousand dollars. 

Sec. 15. That no circulating notes shall be issued by any bank in 
the Philippine Islands for a less denomination than five pesos, or two 
dollars and a half, and the amount of the notes outstanding below the 
denominations of twenty pesos, or ten dollars, shall not exceed fifty 
per centum of the maximum of its authorized circulation. 

Sec. 16. That the Spanish Bank of the Philippines shall be required 
to comply, on or before December 31, 1902, with all the requirements 
of this act in regard to the issue of circulating notes, except that the 
amount of such notes outstanding may be equal to the entire paid-up 
and unimpaired bonds to secure circulation, as required by the national- 
bank act; and said bank mav exclude from the limit of its authorized 
circulation all or any part of its notes issued prior to the year 1884, 
and now outstanding, provided that such notes when redeemed shall 
be canceled and retired and not reissued, and that said bank shall pay 
into the treasury of the Philippine Islands fifty per centum of the 
face value of such notes so excluded, which sum shall constitute an 
obligation of said treasury bank, to be repaid from time to time to the 
amount of fifty per centum of such notes when redeemed by said 
bank and presented and surrendered to said treasury of the rhilip- 

f)ine Islands; And provided further ; That in case of the failure of the 
iquidation of the said Spanish Bank of the Philippines, any money 
thus transferred to the treasury of the Philippine Islands and not 
previously repaid shall be paid to the receiver or authorized liquida- 
tors for the benefit of the creditors of the said bank. 

Sec. 17. That the Secretary of the Treasury and the Comptroller of 
the Currency of the United States are hereby authorized and directed, 
when requested by the government of the Philippine Islands, to make 
and prepare any drawings, designs, and plates, and execute any engrav- 
ing or printing of notes and certificates authorized by this act, and to 
make a proper charge for the same in accordance with the provisions 
of the national-bank act or other regulations to be framed by the Sec- 
retary of the Treasury. 
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Sec. 18. That none of the bank notes authorized by this act to he 
issued in the? Philippine Islands or which may be in circulation under 
"' existing laws shall be legal ten !er for debt, unless expressly stipulated 
in the contract; but such notes may be received for public dues, in the 
discretion of the government of the Philippine Islands, only when and 
so long as they are redeemed on demand at their face value by the 
issuing bank in the lawful money of the Philippine Islands or of the 
United States. 

Sec. 19. That the Treasury of the United States is hereby author- 
ized to receive deposits in money from the government of the Philip- 
pine Islands, and to transfer funds, draw and accept checks, drafts, 
and transfers, and to perform any other financial operations on behalf 
of the said government of the Philippine Islands which may be agreed 
upon between said government and the Secretary of the Treasury: 
but nothing in this section shall be construed to permit the expendi- 
ture of the funds of the United States for meeting the obligations of 
the government of the Philippine Islands. 

Sec. 20. That the treasury of the government of the Philippine 
Islands and its branches and such banking associations and their 
branches in the Philippine Islands as may be designated by the Secre- 
tar} T of War of the United States shall be depositories of public money 
subject to the provisions of existing law governing such depositories 
in the United States: Provided, That the treasury of the government 
of the Philippine Islands shall not be required to deposit bonds in the 
Treasury of the United States or to give other specific securities for 
the safe-keeping of public money except as prescribed, in his discre- 
tion, by the Secretary of War. 

Sec. 21. That all acts and parts of acts inconsistent with this act are 
hereby repealed. 



War Department, Office of the Secretary, 

Division of Insular Affairs, 
Washington, D. C, May 14>, 1902. 

Sir: By direction of the Secretary of War I have the honor to 
transmit for your consideration a memorandum upon the currency 
question in the Philippines submitted to him by Mr. Conant. 
Very respectfully, 

Charles E. Magoon, 

Acting Chief of Division. 
Hon. H. C. Lodge, 

United States Senate. 



MEMORANDUM REGARDING PHILIPPINE COINAGE. 

The coinage system recommended for the Philippine Islands by the 
Civil Commission and embodied in the House bill makes gola the 
standard, but provides for silver coins corresponding substantially in 
size and exchange value to those now in use. The new silver unit 
taking the place of the Mexican doHar, and known as the peso, is to 
be receivable for public dues and to be exchangeable for gold at the 
fixed ratio of 2 pesos for $1 of the money of the United States. 
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This pi**, ia tfce; iu)MiifiM0 aprae* of tbe OgimMtoribiu to* tie 
firmhjfi merit of linking the PMlippiae. currency mUk tbe gold . stand- 
ard of the United States and continuing in use the silver currency to 
which the people are accustomed. It is the opinion of the Commission 
that it would contribute to the investment ot American capital in the 
Philippines and thereby promote the prosperity of the islands and the 
contentment of their people with American rule. 

The Mexican dollar is now worth about 43 cents. It was maintained 
for a long time at 50 cents in gold at Manila by decree of the Civil Com- 
mission, but could not be maintained permanently at this fixed value 
because the government of the Philippine Islands had no control over 
the output. Under the plan of the Commission the government is to 
purchase silver bullion and issue the new coins in quantities sufficient 
for the needs of business. It is the opinion of the Commission, and of 
experts who testified before the House committee, that the limitation 
of the issues and acceptance of the coins for public dues would almost, 
without further measures, maintain the coins at par. In order to insure 
parity, however, the profit on the coinage is to be invested in a golc}-. 
reserve fund, which is to be used in the discretion of the Commission 
for redeeming silver in gold. 

The operation of the system would be substantially automatic after 
tht* islands were once provided with an adequate supply of the new 
coins. An excess of coinage would correct itself by tne presentation 
of silver for gold, which would be exported. A scarcity of silver 
would be corrected tn T the presentation of gold b} T the banks to the 
reserve fund to draw out the silver which had been redeemed in gold. 
If the demand for silver exhausted all of it which was in the reserve, 
and gold continued to be presented for silver, this would indicate that 
additional silver should be coined. The experience of British India 
has shown that a great mass of silver can be maintained at a fix* ** v* 1 -* 
in gold without serious drafts upon the gold reserve. Si 
the gold reserve being raided in India a considerable pres* 
g"old has taken place in order to obtain silver currency. 

The Philippine government is armed by the plan of thf 
with all the powers for maintaining parity given to the T 
United States by the gold-standard law of March 14, 
its other powers is the authority to sell drafts upon f u* 
have in the United States, which would be accepted l 
in preference to coin without calling for the actu* 
from the Treasury. 

The proposed coins were made a little light 
the Mexican dollars, in order to guard agai 
price of silver bullion; but in view of the p' 
of silver, it would probabty not be objectior 
same weight and fineness as the Mexican 
Senate committee. 

OBJECTIONS TO FREE COINAGE 0> 

The proposal to open the mints at Man 
coinage on private account of an America, 
weight and fineness as the Mexican dollar, 
It would commit the Government to a sib 
for all time, or subject the Government to 



t* 



j 



118 $AQ efrarawcr inwe psnivmris. 

tbe »iirer datiars 0t raising Omm *o goM parity if *r change erf srsteiu 



If the plan of continuing the Philippines on a silver basis has merit. 
or if there is risk in adopting the gola standard at the present time, it 
would seem to be wise to proceed with a certain degree of deliberation 
by keeping the volume of the coinage at first under the control of the 
Philippine government. 

If discretion in the matter is given to the government of the 
Philippine Islands, they will be able to govern the amount of coinage 
by actual demands and by the light of future experience. They will 
have authority to coin as much silver as may be needed for foreign 
trade, if the expectation is verified that the new coins find ready 
acceptance in China. The Government will be able to refuse, how 
ever, to coin all the bullion offered if it appears that the coins are 
being piled up in San Francisco for speculative purposes and in the 
hope that a gold parity will be given to them at some future time with 
great profit to the owners of the coins. 

. The Government is in an unusually favorable position in the Philip- 
pines for adopting either the gold or silver standard. It is not bound . 
to provide for the redemption or exchange of the Mexican coins now 
^ in use, because they are the issue of a foreign government. The situ 

^ ation would be otherwise if the mints were thrown open to free coinage 
and a great mass of coins issued under our authority were piled up at 
8an Francisco. These coins would have to be provided for by remint 
iffg or by redemption in gold, if there should be a later change of 
standard. 

It* would avoid the embarrassments and scandals growing out of such 
oecutafcion and would avoid the criticism that free coinage had beeo j 
Titrated by a sound-money Congress in the Philippines if the con 
'the quantity of coinage was left to the discretion of those in a 
^udge of the need for it. 
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